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FOREWORD 


When Members of the Ontario Task Force on Provincial Rail Policy 
commenced deliberations in January of this year, we wished to 
survey and evaluate the rail mode as fully as possible within the 
timeframe provided. 


To expedite our investigations, the Task Force called upon 
various individuals and organizations to produce specific ‘working 
papers relating to various aspects of the railways and their inter- 
action with our provincial community. Although several papers 
have been produced by private sector consultants, the vast 
majority are the result of research and investigation of specialist 
staff within the Government of Ontario. _ 


The writers were invited to look ahead and, wherever appro- 
priate, offer any recommendations which in their opinion might 
assist the Task Force in preparing its final report. The response has 
been gratifying and helpful, and on behalf of the Members of the 
Task Force I wish to express sincere appreciation to each of the 
participating Ministries for a job well done. 


This resource document contained in three volumes is 


presented as part of the Interim Report of the Ontario Task Force 
on Provincial Rail Policy. 


Margaret Scrivener (Mrs.), 
CHAIRMAN. 
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DEVELOPMENT OPPORTUNITIES 


POTENTIAL RAIL OPPORTUNITIES IN RECREATION 


AND 


TOURISM 


A DISCUSSION PAPER PRESENTED TO THE 
PROVINCIAL RAIL POLICY TASK FORCE 
Bia 
DIVISION OF TOURISM 
OF THE 


MINISTRY OF INDUSTRY AND TOURISM 


Ministry of Industry and Tourism 
Tourism Marketing Branch 
July oe) L950 
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INTRODUCTION 


This discussion paper addresses the above task : in 


an admittedly broad fashion. It does not present a 
detailed analysis nor offer substantiation for the 
conclusions presented. Indeed, the task as presented 

is so complex in its requirements and ramifications 

for the Province, that the formulation of a 
comprehensive rail policy should be considered before 
any action is taken in regard to this topic. We 
estimate that the task would take a qualified consultant 
a minimum of six months and an expenditure of $75,000- 


100,000 to be properly executed. 


1 (See Appendix 'A') 
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TOURISM 


In 1979 total tourist expenditures in Ontario were $6.6 


Din ion} 


This expenditure generated $1.2 billion in taxes and 


624,000 man-years of employment. 


Tourism ranks second only to manufacturing in economic 
importance in Ontario, accounting for 11+% of Gross 


Provincial Product. 


Ontario is its own best customer, Ontarians accounting 

for more than two thirds of the dollars spent in the 
province by tourists. However, Ontario has recently 
experienced tremendous growth in overseas visitors, with 
revenues from that segment nearly doubling to $500 million 
in the past 5 years. Offshore revenues now account for 
one third of the foreign tourist dollars spent in Ontario. 
At $900 million in 1979, the U.S. market still accounts 
for 65% of total international expenditures, but is 
decreasing relative to revenues from overseas. If present 
trends continue, the value of offshore revenues may more 
closely approach those from U.S. tourists. U.S. person- 
trips at 20.9. million in 1979 represent the largest 


foreign market, however, and are likely to remain so. 
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TRAVEL DEFICIT 


Canada’s travel deftetteain 19/78) was $1.7 billion, up 
from*$296 million Mn 1973. Ontario ’stshare was °38747. 
The national deficit declined to about $1.1 billion in 
1979. However, Ontario's share of this deficit increased 


to vabout '457) 


MARKET POTENTIAL 


Overall, total person-trips to Ontario have shown a 
fairly consistent annual growth rate of slightly over 


6% since’ 1972: 


By market segment, however, considerable variation exists. 
The overseas travel market increased an average annual 
rate of 13.4% between 1972 and 1979. A notable ‘growth 


rate of 27% was realized in 1979. 


This segment takes on added importance since it represents 


the lowest proportion of same-day trips. 


The only market showing a decline over the 1972-79 period 
is! the’ UvSt@ rt stil: accounts however “tor 957, tore el 
international person-trips to Ontario. - The bulk of these 
trips originate in the Middle Atlantic and east North 


Central regions. 
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DEMOGRAPHICS 


Generally, the visitor to Ontario has a median age of 40; 


annual household income in excess of $15,000. 


Visitors with secondary education represent 71% or more of 


travellers. 


FORECAST 


It is anticipated that in 1980 expenditures in the tourism 
industry will total some $7.6 billion, an increase of $981 
million over 1979 which will produce in turn close to $176 


million in additional provincial tax revenues. 


Given the necessary planning and promotional stimulus, the 
value of tourism through this new decade could well exceed 
$120 billion or $21 billion worth of tax revenues. Indeed, 
tourism could well emerge as Ontario's single-most important 


industry by the year 2000. 
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TOURISM AND RAILWAYS 


At present, rail realizes its maximum potential as an 
important component of the overall tourism transportation 
mix only in Europe. There, fast comfortable, convenient 
and frequent service is offered between many locations, 
with easy inter-connections possible between countries. 
Fares are structured to encourage tourism. Britrail 

and Eurail passes, for example, offer an inexpensive 

way for the out-of-country tourist to travel in Britain 
and Continental Europe. These passes are complemented by 
a variety of special discounts for local passengers. 
Fares are also relatively inexpensive: for instance, in 
Belgium, a 2nd class tourist pass, valid for all routes 
during a 5-day period within the 2 weeks for which the 
pass is good costs about $47.00. Such fares are designed 
to foster rail travel by tourists, whether citizens or 


otherwise. 


The key to the market success of passenger rail service 
in Europe is frequency, low cost and population density. 
In Germany alone for instance, there are some 20,000 
passenger trains per day, more than in the U.S. and 


Canada combined. 


Equipment and associated rail infrastructure in Europe is 
clean, modern and thoughtfully designed. For example, 


the German travel industry is presently designing special 
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"holiday cars'' for group travellers, so important is the 
tourist segment of the rail passenger business. However, 
it must be noted that this exemplary service exists for two 
reasons: the rail passenger business very clearly reflects 
national commitments to mass mode travel; and a web or 
matrix of interconnecting lines and systems makes rail 
travel to a wide variety of destinations a realistic 
propostion. In Europe railways do in fact provide a 
viable, alternative mode of travel to the automobile and 
aircraft. They are fast, efficient and dependable. This 
national commitment to rail travel can also support major 
industry. In Britain, for instance, British Engineering 


grosses $500 million a year and employs 35,000 people. 
NORTH AMERICA 


Rail travel in the U.S. presents many of the problems 
encountered in Canada. Modern equipment is not abundant; 
roadbeds are in generally poor condition and trains are 
usually neither frequent, convenient nor dependable. 
Despite this, Amtrak does recognize the potential of 
passenger service and tourism, and is spending $1 million 
this year to promote its new Western U.S. Superliner 
service out of Chicago. The promotional effort is aimed 
largely at the tourist and leisure market, which constitutes 
a growing segment of the present passenger mix. 284 of the 
Superliners are presently on order at a cost of some 
$200,000,000. In the densely populated northeast a $2.5 
billion investment in new roadbeds in the NE Corridor 


(Washington/Boston) has recently been approved. 
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The problem in luring the travelling public to train 
travel is not only that the service is not frequent 

(or at least not perceived as such); it also suffers 
from an image problem. Trains are believed to be never 
on time, infrequent, inconvenient (the station is often 
in the suburbs), old, and the staff incompetent and/or 
rude. Roadbeds are of freight train quality - good 
enough for goods, but not people. The food, (when 
available), is considered over priced and poor even 

by airlines standards. The "image'' problem is as much 
an impediment to the successful marketing of rail travel 
as are the problems related to equipment infrastructure, 


schedules, etc. 


In Canada the same problems apply. As in the U.S. roadbeds 
are poor and passenger equipment old, (newest is 1968, 
oldest 1937). However, VIA has shown that despite aging 
equipment, inadequate roadbeds and substandard station 
facilities, “there is asdemand “for*railetravel, tithe 
service is frequent and convenient. VIA now carry more 
passengers per day in the Windsor/Toronto corridor (14 
trains/5600 passengers per day) than in the Montreal/Toronto 
corridor (9 trains/3700 passengers per day). But, frequency 
is a function of equipment availability. Unfortunately, 

VIA Rail is required to operate passenger services which 

it inherited in 1977 in Quebec and elsewhere, using the 
valuable equipment at lower occupancy when the real demand, 
which must go only partially served, is in South Central/ 


South Western Ontario. 
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Notwithstanding, VIA Rail claims that overall passenger 
rail traffic in Canada has increased 35% since 1976 and 
that tourist travel now represents 6% of total passengers 
carried. This is despite the fact that the absolute speed 
of point-to-point service has not increased significantly 
in the past decade and has in some instances actually 
decreased. In many areas the only reason for the passenger 
increase seems to be that there have been some fare 


reductions. 


The mandate given to VIA Rail at its inception suggests 
that it was never expected that this service would be 
outstandingly successful in attracting rail travellers. 

VIA Rail was to provide passenger services to those centres 
which had rail service at the time VIA Rail was set up, in 
1977. Since so many services has been abandoned by that 
time, many areas which might be considered for passenger 
train service could no longer be included in the VIA Rail 
schedule without difficulty. An extension of VIA's 
operating network, would, it appears, require clarification 
of the operating mandate as interpreted by Ministry of 
Transport, the Canadian Tranportation Commission and VIA 


itself. 


TRENDS 


Vacation trends here and elsewhere suggest good potential 
for more packaged holidays with an emphasis on ''one-stop" 
vacation destinations. For example, 500 packages per 


weekend are now being sold out of Detroit/Windsor into 
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Toronto. VIA Rail estimates that significantly more 
packages could be sold were it not for the limitations 
imposed by lack of equipment to service this potential. 
The fact that this successful service operates from a 
Windsor terminus rather than Detroit is additional 


evidence of the potential. 


At the same time, escalating energy prices and supply 
shortage possibilities may accelerate the demand for 
service to existing or developing tourist areas, using 
existing track. For example, VIA carried 24,000 


recreationists into the Laurentians in 1978/79. 


The success of VIA in marketing certain kinds of tourist 
services suggests that rail passenger service as related 
to tourism may be a viable proposition provided it reflects 


the needs of the market place. 


RAIL EXCURSIONS 


There are many short line railway operations both in 
Europe and in North America whose major function is to 
simply carry tourists on excursions. In Britain alone, 
steam powered tourist railways carry 1.7 million 
passengers. Similar operations in North America carry 
some 1.8 million per year. At least 13 of these carry 


over 100,000 passengers per year. 
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In Canada, railway excursions are also very popular. 

The Agawa Canyon trip on the ACR; the ONR's Polar Bear 
Express and BC's Royal Hudson all are relatively success- 
ful from a passenger point-of-view. It is important to 
note, however, that in most cases, railway excursions are 


popular as attractions, not as a mode of transportation. 


Indeed, the observation can be made that their success is 
divrectlyerelated to 'thetrelative Wack of competition ifrom 
other transportation modes. In all probability the Agawa 
Canyon train trips would not exist if the Canyon was 
accessible by car, for instance. Its also extremely 
unlikely that the Polar Bear Express would attract much 
more than passing interest from the tourist if Moosonee 
was accessible by road (indeed, Moosonee would very 
likely lose its appeal as an "attraction" under the same 


circumstances). 


The corollary is, of course, that when a train excursion 
does not represent the only method of access or transport- 
ation, andis not as Convenient or competitive, then the 
quality of the "experience" it offers must be correspond- 
ingly increased. This can be accomplished by making the 


trip itself an experience or empolying unique equipment. 
There are, in essence, two kinds of rail excursions: 


1. The excursion in which rail is the connecting link 


between point of origin and a destination attraction; 


1050 WORKING PAPERS 


and for which rail offers a viable mode of travel 
because the destination doesn't require the use of 


a personal vehicle. 


22 Excursions aingwhichirablgis) parovof ,mworjactual lyais, 
the attraction, and in which the transportation factor 


is absent. 


In Ontario, the expansion potential for rail excursions of 
the second type is limited by location factors. It is 
also probably true that the market for such is also 
restricted. Probably, only one or two such attractions 
could be accommodated, and would have to be located in 
southern Ontario in order to obtain the optimum market 
penetration. One such proposal, which is strongly 
supported by this Ministry, is for a steam engine, vintage 
railway tourist excursion in the Collingwood area of 
Georgian Bay. This attraction would use equipment 


already owned by the Ontario Rail Foundation. 


In the sense that such excursions are primarily "attractions", 
it is relatively easy to approximate capital costs, 

attendance and revenues. The above example would likely 
require $3-4 million in capital, attract in excess of 

150,000 visitors (not all of whom would be "passengers") 


and likely pay its own way from fares and other revenues. 


Successful examples of railways as attractions are the Cass 
Scenic Railway, West Virginia; the Strasburg RR, Pennsylvania; 


the Texas State RR and the Valley RR in Connecticut. Some 


of these involve significant capital investments on the 
part of state governments on the basis of their potential 
to generate tourist traffic. All are considered economic 
benefactors in their areas. All represent investments of 
several millions of dollars each. Attendance ranges 
between 65,000 and 130,000 visitors (or "passengers"') 


per year. 


Strasburg, the outstandingly successful railway among these 
(and a totally private operation) in fact pays dividends 


to its shareholders. 


Where the railway represents a mode of travel to an 
attraction, in competition with other modes, the picture 


is much less clear. 


In Ontario, the major attraction serviced by passenger 
rail is Toronto itself. Toronto has an integral 
transportation network which of itself obviates the 
requirement for a personal vehicle for short term 
visitors. Access from the train to the city is relatively 
convenient, with a direct connection to the subway system 


being afforded through Union Station. 


Unfortunately, there are severe deficiencies in access to 


the city from other cities or markets: 


1. Thereis no convenient trans-border train service 


between our U.S. markets and Toronto. 
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2. There is a decided insufficiency of equipment in 


Southern Ontario to meet domestic and tourism demands. 


3. Passenger rail scheduling appears to be a very low 


priority for both CP and CN. 


4. Present equipment and infrastructure is such that 
rail travel is usually neither convenient (arrives 
or departs at wrong time), comfortable nor depend- 


Marat 


While it is possible to travel from New York City, for 
instance, to, Toronto. by-.train,s the trip takes 13 hours; 
to cover 540 miles - an average speed of some 40 miles 
per hour. This is hardly an attractive proposition for the 


tourist interested in a weekend in Toronto. 


The traveller wishing to come to Toronto from the Detroit 
area, while being offered (by Canadian standards) excellent 
train servie to Toronto from Windsor, must take a taxi 

from Detroit to the VIA station in Windsor because no 
direct passenger connection exists between Detroit and 


Windsor. 


VIA and several private sector tour operators have had some 
success in selling weekend rail tours to Toronto out of 
Detroit and Montreal. However, equipment and scheduling 


problems limit the growth of such opportunities. 


Much interest has been generated recently in the Collingwood 


area for a weekend "Ski Train" running out of Toronto 
to Blue Mountain. Such a service has the support of ski 
resort operators. However, we submit that the overall 


viability of such an operation is questionable. 


Although the tracks are in place for a Toronto/Blue 
Mountain run, with the exception of the Toronto/Barrie 
portion they do not lend themselves to speedy service 
and as a result running time could be anywhere between 
2 3/4 - 3 1/2 hours, not nearly as convenient for the 
skier as driving. Passengers using the train, would 
require public parking and its attendant expenses. The 
necessity of carrying boots, skis and poles on and off 
buses and subway trains (many passengers would have to use 
these modes) is not likely to appeal to many skiers. 
While subway service to Union Station appear to be a 
logical transportation choice, the subway does not 
commence running on Sunday mornings until 9:00 am. The 


train would leave at 8:00 am. 


Rail in this caseis also not as convenient at the slopes, 
with the exception of Georgian Peaks - however, no station 


facility exists there. 


In our opinion such a service would need to become an 
"experience'' in order to compete. This would entail 
greater costs and correspondingly higher fares. Of 
course, if this kind of service is determined to be 
socially or economically important, government may 


consider subsidizing the operation. 
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Present VIA equipment is not really suitable for ski 
train excursions. Being steam heated it requires that 
steam be kept up while waiting to make the return trip. 
Failure to do so could result in the lines freezing and 
serious delay in getting the equipment moving again. 
(The lines tend to freeze even when operating). GO Rail 
equipment, (bi-levels with washrooms) is more suitable 
since it uses electric heating for each car which can be 
easily provided at almost any location. One the other 
hand, GO Rail equipment is not designed for longer-run 


comfort. 


Another consideration not generally noted inthe context 
of a proposal for ski train to Blue Mountain is the 
necessity to arrange to have a snowplow available between 
Barrie and Blue Mountain. (A consultant would be able to 
advise on the estimated number of occasions this might 


be necessary and the attendant costs). 


One additional complication, as noted previously, is the 
complexity of VIA initiating a regular passenger service 
over the Barrie/Blue Mountain track since there was not 


a scheduled passenger service over that line in 1977. 


A major analysis by a qualified consultant would be 
necessary to identify and accurately gauge the viability 
of passenger railway service. It is almost assured that 
such a report would be predicated on a recommendation for 
a service using GO equipment in off-peak hours or for a 


major capital investment for new equipment for VIA Rail. 
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In the former instance the availability for new equipment 
could be 7d deciding tactor, ty 1tewsedsipimicy. win the 
latter the cost of capital could we 1 make the service 


decidedly uneconomical. 


CONCLUSIONS 


Train travel for the tourist is, as we have stated of two 

kinds - as transportation or as an attraction. In the 

former, equipment shortages and infrastructure deficiencies, 
operating mandates and costs likely impose severe 

restrictions on opportunities. As well, other modes of 
transportation offer better service in almost every 

respect. The introduction of the faster and more modern units 
into general service with VIA may solve some problems. However, 
we believe that it is unlikely that many of these trains will be 


operating exclusively in Ontario - in the near future. 


Regarding the latter, market considerations restrict the 


opportunities. 


Other conclusions: 


1. Personal vehicles presently represent the most popular 
method of travel in Ontario, and are likely to 
remain so in the foreseeable future since they allow 
the traveller the most convenient and flexible access 
to a range of destinations not likely to be efficiently 


serviced by mass or public transit. 
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2. The passenger rail system suffers from a shortage 
of passenger rail coaches and insufficient and 
(usually) inadequate infrastructure. Both present 
very real obstacles to increased rail travel, 


particularly by tourists. 


3. Fast and efficient rail service between major 
centres may be useful in stimulating tourism, as part 


of the destination experience. 


4. High quality intermodal facilities are required 
before rail can be seriously considered as a viable 


mode of travel for tourists. 


5. Europeans, who represent a major tourism target market 
are predisposed to efficient rail travel and could 


be motivated to use similar services in Ontario. 


6. GO Transit equipment seems to represent the best 
opportunity for Ontario to test market short to 


medium distance tourist package trips or excursions. 


7. Certain specialized rail "excursions" can be important 
tourist attractions and significant travel generators 


in their own right. 
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POSSIBLE RECREATIONAL/TOURISM TRAIN OPPORTUNITIES FOR INVESTIGATION 


1. Muskoka 


Toronto to: 


ummer 


MOLONLO (CO: 


Winter 


Equipment: 


Gravenhurst 


Huntsville 


North Bay 


Collingwood 


Huntsville 
North Bay 
Collingwood/ 


Georgian 
Peaks 


Weekdays 


Weekends 


2. Niagara Falls 


boat cruise and ''Seqwun 

boat cruise 

bus to Algonquin Park 

bus to boat cruise at Parry Sound 
boat cruise 

Wasaga Beach 


boat cruise to Midland 


steam train to Meaford (ORA) 


skiing 


skiing 


skiing 


RDC units from Barrie and 


Stouffville 


GO Transit bi-levels 


Using GO Transit with bus tours of Grimsby, Niagara-on-the- 


Lake. 


Adequately serviced by VIA (up to 14 trains daily). 


supplement to Brantford, Kitchener, London, etc. 


Also to Shaw Festival. 


Stratford, London, Windsor, Sarnia 


Could 


on weekends 
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with GO equipment. Special exursion to Stratford Festival. 


4. Kingston, Gananoque, Brockville 


Adequately served by VIA. Possibility of GO Transit to 


Upper Canada Village on weekends, but rather long trip. 


5. Peterborough/Kawarthas 


Undeveloped to now, but could utilize GO Transit daily 
to Peterborough. Potential to lift locks, petroglyphs, 


serpent mounds, boat cruises, etc. 


Seay Obcawa 


Weekend excursions using GO equipment to see; the Parliament 
Buildings, Parliament, Changing of the Guard (summer) , 
National Museum of Science and Technology, Canadian War 
Museum, National Arts Centre, etc. The ‘'suburban" location 
of the station is a distinct disadvantage for excursionists. 
A bus service to downtown would have to be put in place for 


the convenience of passengers. 


7. *Northern Ontario 


Development of Minaki Lodge (2%-3 hours) from Winnipeg, 


plus many fishing camps en route Sioux Lookout, may have 


potential. 


Os: 
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Northern Ontario (Wilderness) 


Wilderness areas for visitors from U.S. and Europe. Can 
develop camping coach concept to provide accommodation 
at various points (CN route Capreol - Winnipeg for instance 


or Algonquin Park). 


Northern Ontario 


Several attractions which suggest circle tour possibilities, 


L.e.: 


- Kirkland Lake/Timmins mining area 
- "Polar Bear Express" to Moosonee 


- Algoma Central "Agawa Canyon 
Excellent train service Toronto/Timmins/Kapuskasing, but 
norlink ‘to’ Polar Bear'’) TBE trains -a*reab plus, but no 
connection to Lake Nipissing cruise. 
Very important rail link missing between Sudbury/Sault 
Ste. Marie. Successful service in this area requires 
direct: parle link to-loronco: 


Auto-With-You 


In the longer term, combined passenger-automobile trains. 
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TASK: 

- Potential Rail Opportunities in Recreation 

and Tourism. 
PURPOSE: 

- To assess the potential for rail to successfully 
provide more tourist/recreational excursions in 
Ontario. To assess the benefits of this type of 
program to the Province. 

OUTPUT REQUIRED: 


A description of past and present tourist/ 
recreational train excursions in Ontario with 
additional significant examples from the rest 


of ‘Canada and “the UvS7vA" 


Outline the nature of the service (origin- 
destination points, special features, etc.) 
when it is operated, ridership, peaking 
(seasonality), type of clientele, fares, 
profitability, socio-economic benefits to the 


area served etc. 


Tourist/recreational trains can be run as "linear 
experience" excursions or as "destination" 
excursions or a combination of both. Compile 

a listing of the potential opportunities in 
Ontario for these types of services identifying 


probable costs, patronage and local benefits. 
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- Outline a program by which the Province might 
use rail services to develop tourist and 
recreational potential. Assess the costs and 
aggregate benefits (or otherwise) to the Province 


of such a program. 


DEADLINE: 


- 6 weeks. 


ASSIGNED TO: 


- Ministry of Industry and Tourism 


RESOURCE-BASED INDUSTRY AND THE RAILWAYS 


AUGUST, 1980 


INTRODUCTION 


This is the second input by the Ministry of Natural Resources to the 
Ontario Task Force on Provincial Railway Policy. It deals with 
possibilities for new or renewed resource development, and how railways, 
alone or along with other modes, might serve or fail to serve that 
development. New development may include hitherto undeveloped areas, 


intensification in areas already developed, or both. 


Discussing railways in relation to development in forestry, mining and 
outdoor recreation is largely speculative, Areas for potential develop- 
ment of tourism can be identified. Whether the tourist will choose 
public transport will depend on his attitude and understanding, the 

kind of experience he seeks, and the nature and quality of transport 

both to and within his chosen holiday area. Areas for potential develop- 
ment in the forest and mining industry can be pointed out. But decisions 
to develop lie largely with the industry, Such decisions may be strongly 
influenced by whether or not reliable transportation is there at 
reasonable cost to satisfy the industry's needs. Numerous otherwise 
promising areas may remain undeveloped for lack of prospect of good 
transportation, whereas those on a rail line will be developed, such as 
Onakawana and Cochrane Enterprises, so long as service and rates are 


competitive. 


STUDIES RELATING TO RESOURCE POTENTIAL 


There are numerous studies related to potential resource development 
in MNR. They come at a variety of scales and levels of detail. 


Examples are: 


Mineral Policy Background Papers 

- Geology Maps (bedrock and surficial) 
- Mineral Aggregate Studies 

- Mineral Resource Potential 


- Forest Inventory 
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- Forest Management Plans 

- The Ministry's developing land use plans 

- Increasingly sophisticated base maps 

- Increasing capability of MNR to provide remote sensing interpretation 
- Ontario and Canada Land Inventory, showing land capability for 


forestry, recreation, wildlife and other uses, 


Wherever relevant these sources are reflected in this input. For some 
there is a choice of levels of detail, and the most general has been 
chosen. More detailed information can be supplied later should the need 


arise. 


The Ministry encourages full use of these and other sources of inform- 
ation wherever they help the user, But it would caution against extensive 
interpretation of those sources without consultation with appropriate 
Ministry staff. Whenever such consultation is desired, the Land Use 


Co-ordination Branch of MNR can direct the user to appropriate MNR staff. 


AREAS OF POTENTIAL OR ACTUAL NEW DEVELOPMENT OR REDEVELOPMENT 
ae a se a ee ee i 


1. Forest Industry 


Expansion will be largely a northward extension of the forest areas 
under licence, It could also include intensified production in Southern 
Ontario and elsewhere. The new areas are largely north of the more 


northerly CN line across Northern Ontario. 


1. Cochrane Enterprises Ltd., a subsidiary of Normick Perron Inca, 
north of Cochrane along the Ontario Northland Railway line. 
Wood is now being harvested and goes to the veneer and plywood 


mill in Cochrane by unit train on the ONR line. 


2. Kimberly-Clark of Canada Ltd., northeast of Lake Nipigon. 
This wood goes initially to Langlac, by truck, for central 
processing. Kimberly-Clark sorts out sawlogs for its saw- 
mill there and sells veneer logs to Weldwood of Canada Ltd., 
which has a veneer and plywood mill and a particleboard 
plant in Longlac, Pulpwood is then slashed and water-hauled 
down Long Lake to the Terrace Bay pulp mill. 
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Great Lakes Forest Products Ltd., tract under agreement north- 
east of Red Lake, and extending eastward to north of Lake 

St. Joseph. Should a licence be issued, the wood would go to 
a new pulp mill site, largely by truck, unless the CNR line is 
linked to the CPR main line. 


Great Lakes Forest Products Ltd,, licence north of Lac Seul, 
The wood goes, largely by truck, to the Dryden pulp and paper 
mill. 


Great Lakes Forest Products Ltd,, licence north of Savant Lake. 
The wood goes to the Great Lakes pulp and paper mill in Thunder 
Bay; some sawlogs are diverted to the Great West Timber Ltd. 


sawmill, also in Thunder Bay, 


McKenzie Forest Products Inc., north of Sioux Lookout. The wood 
goes to the community of Hudson, largely by truck, Note the 
especially difficult terrain in this area. 


Boise Cascade Canada Ltd., north of Kenora. The wood goes to 


the Kenora pulp and paper mill and sawmill. 


Domtar Packaging Ltd., northwest of Lake Nipigon. The wood goes 
to the pulp and paper mill in Red Rock by truck and water. 


Spruce Falls Power and Paper Co, Ltd., north of Kapuskasing. 
This wood goes to the pulp and paper mill and sawmill in 
Kapuskasing by truck, or occasionally by rail along the SFP&P Co. 


railway. 


Abitibi-Price Inc., north of Smooth Rock Falls. This wood goes 
to the pulp and paper mill and sawmill in Smooth Rock Falls by 


truck. 


The Ontario Paper Co, Ltd., north of Cochrane, This wood goes 
to the pulp and paper mill in Thorold, Ontario, in the Niagara 
Peninsula, by rail. This is one of the world's longest rail 


hauls of roundwood. 
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12. Abitibi-Price Inc., northeast of Iroquois Falls to the 
Ontario-Quebec boundary. This wood is trucked to the Iroquois 
Falls pulp and paper mill. 


13. Numerous smaller, shorter term, Crown timber licences are 
issued to various forest products industry enterprises along 
the north line of the CNR, a major concentration occurring in 


the Hearst vicinity. 


Forested Crown lands are covered by the Ministry's Forest Resources 
Inventory by computer ledgers and by maps, most at 1 inch = 4 miles 
scale, with some recent work at 1:10,000. Companies having licences 
are required under The Crown Timber Act to file approved management 


plans indicating where logging and forest management are to be done, 


The mineral resources industry uses railways extensively for bulk 
transportation. Shipment of minerals and mineral products accounts 
for half of the revenue traffic of Canadian railways and inland water- 
ways. Examples include: unit trains from Kirkland Lake and from 
Temagami to Hamilton; unit trains to ship sulphuric acid from sulphide 
mines to market. Texasgulf, near Timmins, has built and operates a 


rail line from its mine to its concentrator. 


2. Mining, other than Mineral Aggregate 


Many promising areas are as yet undeveloped. Maps showing relative 

levels of potential for economic mineral extraction have been prepared 
for much of Ontario, Those maps show as well the nature of the mineral 
deposit. Areas of sand and gravel are shown separately on these nape 
Developed mineral areas, and other areas holding potential for develop- 


ment in the foreseeable future include: 


ie The Red Lake area: the country's richest gold mine is here 


2.3 The Favourable Lake - North Spirit Lake area 


1. Many of the areas described in this input may be found on maps 
available in MNR. 
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4.5 Lake St, Joseph - Pickle Lake area 
On Moose River Basin - including Onakawana 
ig Cargill - Opasatika area 


oF Detour Lakes area. 


These are in addition to well-known mining areas such as Sudbury, 
Kirkland Lake, Timmins, Cobalt and others, each of which has potential 


for further discovery. 


Some of these areas are served by rail, for example Onakawana, But some, 
like Favourable Lake-North Spirit Lake and Detour Lakes, are a consider- 
able distance from any railway, It seems most unlikely that a railway 


would be built to serve these. 


In the case of Detour Lakes, alternative transportation modes have been 


considered. A road seems the most likely choice, 


3. Mineral Aggregate 


Areas of significant potential for mineral aggregate have been mapped 
in very general terms for much of Ontario, Detailed maps have also been 


prepared for most aggregate-rich areas. 


MNR quite recently took part in a "rail rationalization" study led by 
MTC, It considered aggregate resource concentrations in the south part 
of Grey and Bruce Counties, and the transportation needs for moving 
material from this source to market. This study illustrates the kind of 
study that could be made for aggregate or any other resource elsewhere, 


It also illustrates two points: 


1) the need to preserve existing railway rights-of-way between 


resource-rich areas and market; 


2) the need to consult MNR (among others) before a decision is 


made to abandon a line. 
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An MNR study is nearing completion which examines bulk transport of 
aggregate to the Toronto-London-Sarnia-Windsor market from two sources: 
South Grey and Bruce, and Manitoulin Island. The study considers 
several means of transport including road, rail, ship and pipeline, 


and finds definite advantages for: 


- ship transport from Manitoulin to the Windsor area 


- highly developed rail transport from Grey - Bruce to the 


Toronto area. 


4. Outdoor Recreation 


The main opportunities to provide railway service to recreation areas 
are largely in Southern Ontario, where large numbers of people could be 


moved from urban centres to concentrated destinations, 


There are a number of Provincial Parks in Southern Ontario (operated by 
MNR) as well as Conservation Areas (operated by the Province's 39 
Conservation Authorities), the parks of the St, Lawrence, Niagara and 


St. Clair Parks Commissions, and three National Parks. 


There may be possibilities of serving some of these by rail, for example 
near urban parks like Darlington and Bronte Creek, and wilderness areas 


such as parts of Algonquin, Missinaibi and Polar Bear (rail and air) Parks. 


There are areas whose combined natural, cultural, historic and other 
attributes and to some extent closeness to centres of population give 
them potential for tourism development, Seventeen such areas were 
identified in a 1976 study for the Ministry of Industry and Tourd one 
That report also shows how these 17 areas might expand over the next 
few decades, and identifies touring corridors connecting them. The 
prospects of serving those areas effectively by rail, alone or integ- 


rated with other modes, depend on: 


1. "Tourism Development in Ontario: A Framework for Opportunity." 
Prepared for Ontario Ministry of Industry and Tourism by Balmer, 
Crapo and Associates, Waterloo, 1976, 
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1) whether there is an existing line, or a route that could be 


rebuilt; 
2) convenient scheduling and competitive fare structures; 
3) comfortable, convenient equipment; 


4) assurance of suitable transport for the vacationer once in 
the area (perhaps the equivalent of the travel industry's 
fly-drive packages, where one's destination is reached by 

‘public carrier and then the means of travel within the 


destination area is provided), 


These and other aspects of tourist transportation are discussed in a 


Ryerson Institute undergraduate thesis using Algonquin Park as an Sea 


5.6 Staff Travel 


Some MNR field offices have pointed out that staff often travel by train 
wherever schedules, quality of service, comfort, convenience and so on, 


allow them to do so efficiently, 


RAILWAYS IN ONTARIO 


MNR staff familiar with both resource industries and railways in Ontario 
believe that certain features of those railways limit their usefulness 
to the industry. One is that routes are taken (around natural obstacles) 
and lines laid (rails spiked to wooden ties) in a way that makes fast, 
safe, efficient movement of trains impossible, The same MNR staff feel 


that the railways' safety standards leave room for improvement, 


There is a trend for the railways to limit their operation to hauling, 
and leave the customers to provide their own cars or unit trains, and 
even build their own branch lines. So the resource industry is forced 
into the transportation business, and this may cause a trend toward 


trucking. It has also given rise to "transportation brokers" who contract 


1, Bee G. Kathleen: "Alternative Transportation to Recreation Areas - 
Algonquin Park."' Undergraduate thesis, Ryerson, May 1980, 
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to provide the various aspects of transportation service the railways 
have abandoned. While this is happening, the railways, instead of 
using their resources to improve their service, are diversifying into 


other kinds of business. 


For these and other reasons, rail service does not contribute as it 
might to keeping Ontario's industries competitive. In this respect 


railways are very different from some found, say, in Europe or Japan. 


Matters might be improved if current engineering .and other technical 
skills could be used to realign and modernize rail lines and if fast, 
safe, comprehensive and efficient service could be provided. Also, 
there may be considerable potential for increased use of container and 


piggyback service, 


TRANSPORTATION NEEDS 


Consensus in MNR would seem to indicate the railways' most useful 


applications to be in areas where there is: 


a) high volume of traffic between a concentrated source and a 
single, or concentrated destination. It may not work so 
well when the resource is scattered over a large area, or 
when frequent trips into the area (e.g. for forest manage- 


ment or protection) are needed; 


b) nearness to an existing line (since new lines are much more 
costly to build than roads, and more exacting as to location 


requirements) ; 


c) a good location for a route, if one needs to be built. Two 
points arise from this: (i) abandoned routes should remain 
intact if there is any chance of their being need in future; 
(ii) the choice of route is much more restricted than one 


for a road regarding terrain, curves, grades, etc. 


d) effectively meeting the need for moving passengers and 


freight without conflict. 


In the forest industry, the presence of a rail line, even one completely 


operated by the industry, does not guarantee its use for moving wood, 


Examples are: 


1. The rail line to Smoky Falls, owned by Spruce Falls Paper, 


now sees limited use, 


2. A line out of Iroquois Falls, owned by Abitibi, was torn up 


and the roadbed is now used as a truck road, 


3. In the more distant past, there were numerous logging railways 
in the Upper Ottawa Valley and elsewhere in Southern Ontario. 
They contributed significantly to the opening up of the region, 
but were quickly abandoned with the advent of more versatile 
roads and trucks. The roadbeds in many instances are now used 


for roads or recreation trails, 


On the other hand, MNR's earlier input gave examples of effective use 
of existing railways by the forest industry. Another example is that 
of Cochrane Enterprises, which moves wood from its operations to 
Cochrane by unit train. Also, the existing rail line into Thunder Bay 
from the northwest is used very heavily by Great Lakes Forest Products 


for the movement of wood. 


At one time railways served the forest industry quite extensively; 
some were owned by the industry. Railways and rivers (for driving of 
logs) formed the main means of transporting wood, until after World 


War II when these gave way to trucking. 


The above comments relate largely to the movement of wood from the 
woods to the mill, or from one mill to another. For moving forest 
products like pulp and paper from the mill to the market railways are 
heavily used. Railway and road haul are both used to move lumber and 


veneer, 


That railway service does not always meet the mining industry's need 


is illustrated by the following: 
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1. It is more economical to transport phosphate by ship from 
Florida to Southwestern Ontario than to move it by rail 


from the Cargill source in Northeastern Ontario. 


2. It is cheaper to ship Alberta coal to Eastern Canada by 
rail to the west coast, then by ship through the Panama 


Canal, than by rail across Canada. 


3. The advertisement quoted below appeared in a Thunder Bay 
newspaper in June 1980. Note that the ore is to be moved 
by truck, for a distance of roughly 1,000 km, even though 
both ends of that haul are close to the northern CN er 


BRANCH LINES, ABANDONED LINES, ETC. 


The Task Force has identified existing lines on its map. It has asked 


about branch lines which might be considered for banda mentee It might 


be useful for the Task Force to: 


1. establish a list and map of lines where service has been 


discontinued, or such a move is considered; 


2. Establish that in each instance the line, or at least the 
right of way, remain intact unless this Ministry (as well as 
other interested parties), given suitable opportunity, 
determines that the public interest does not require the 
line's retention, This would represent a continuation or 
expansion of the present practice of MIC, in its Rail 
Rationalization program, to consult with MNR about any up- 
coming abandonment. MNR should be consulted in relation to 


its overall area of interest, 


The advertisement reads in part as follows: "LONG DISTANCE TRUCKERS: 
Tender will be requested in the near future leading to a contract to 
haul gold ore from the Leitch property near Beardmore, Ont., to 
Lamaque Gold Mining Co. Ltd. near Val d'Or, Quebec. Haulage is 
scheduled to commence in mid-July and continue for four months, with 
a minimum rate of 500 tons per day." 


In this input, there are considered to be several stages or levels 
of abandonment, including: discontinuation of train service, 
removal of tracks, disposal of right-of-way property. 


When rail lines are to be abandoned, it is most important for the line, 
or failing that the roadbed, or failing that the right-of-way, to remain 


intact because: 


1) it is there in case it is needed in future to serve resource 


areas; 


2) meanwhile the roadbed can be used as a truck road, a right- 


of-way for a power line, pipeline or something else; and 


3) so long as they are not likely to be needed by the resource- 
based industries, abandoned rail lines can make excellent 
linear recreation routes, e.g, for trails, snowmobiling, 


roads to recreation, etc, 


Preserving such lines for possible future use would help minimize: 


a) the high real estate prices of acquiring a right-of-way, and 


possibly disrupting adjacent property in the process; 


b) need for the type of public hearings that have become common 
in recent years, and to resolve the many problems that come 


to light in such hearings. 


REBUILDING OF EXISTING LINES 


The Ministry's mineral aggregate staff have observed that existing 

lines are often not adequate to withstand use by heavy gravel trains. 
Heavy rails, strong roadbeds, and strong bridges must be included in 
the rebuilding of a line if it is to withstand constant use of heavy- 


weight gravel trains. 


RESOURCE ACCESS ROADS 


The following will illustrate how important roads have become for 
forest access since World War II, Prior to that time, rail and water 


were the main means of access and transport. 
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A very large part of Ontario's productive forest is now served by 
access roads. MNR owns and operates 5,600 miles of road, and the 
forest industry owns another 8,000 miles on Crown land. These two 
figures together almost equal the total mileage of roads in the 
provincial highway system. 


MNR is involved in two programs which will expand this mileage. 
First, companies entering into a new arrangement called a forest 
management agreement will be subsidized for the building and upkeep 
of access roads. Second, under an agreement with the Federal 
government, funding is available for an estimated 1,000 miles of 


additional roads to be built over the next five years. 


It appears that in all but the most difficult terrain, a cost of 
$40,000 to $50,000 per mile is realistic for primary roads; much less 
for secondary roads. These costs are for construction, and do not 
include upkeep. Both figures may increase significantly in regions 


having difficult terrain. 


STUDIES BY MNR RELEVANT TO RAILWAY BUILDING 


One MNR study will be useful should railway building be seriously 
considered, The Engineering Geology and Terrain studies done for much 
of Northern Ontario (NOEGTS) should assist in identifying features of 
terrain that must be considered when laying out a railway, a road or 
any other transportation feature - such features as topography, rock 


type, depth of overburden, organic soils, etc, 


Some years ago MNR took part in regional development studies in 

Northern Ontario. These examined possible locations of resource 
processing plants, providing electric transmission to such sites, 
and a number of modes of transporting partly processed materials, 


such as pipelines, railways and truck roads. 
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OTHER STUDIES 


The Task Force may be interested in an economic study for Northern 
Ontario which addresses transportation and other matters, and was 
submitted to The Royal Commission on the Northern Environment on 


December 21, 1979, A. E. Daley of the Commission could be contacted 


for more farormmerton 


i 


1. The Laurentian University study was submitted to R.C.N.E, by: 
R. V. Segsworth, Project Co-ordinator; H. Strauss, Principal 
Researcher, Economics; 0. Djamgouz, Research Supervisor, 
Mining Engineering; A. Farah, Principal Researcher, Engineering; 
P., Umar, Principal Researcher, Geostatistics (Dames and Moore). 
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ONTARIO IN THE 80's 
Introduction 


This paper attempts to highlight several of the key factors affecting 
major development in the Province of Ontario. It is neither comprehensive nor 
intended to be. It does however provide insights into some of the economic and 
spatial factors which may, by implication, have some impact on the future of 


rail transport in Ontario. 


The paper begins with an economic overview and a review of some of the 
programs the Government of Ontario has used to maintain the vitality of the 


economy. 


A brief review of several major sectors of the economy is then 
undertaken. The sectoral reviews are not meant to be comprehensive 
descriptions of the past performance and future prospects of each industry. 
They merely discuss some current trends and issues that the Task Force may 
find useful in its deliberations. More detailed information on each sector is 
readily available from other ministries of the Ontario Government and existing 


published reports. 


The selection of the topics and sectors covered was limited to those that, 
in consultation with Task Force staff, were felt to be of greatest potential help 


to the Task Force in its deliberations. 


I. ECONOMIC OVERVIEW 


Ontario, like other industrial jurisdictions, has faced a series of major 
economic changes through the 70's. The OPEC oil issue, the results of the 
GATT trade negotiations, the battle with inflation and the current auto industry 
difficulties have presented the Ontario economy with more than its share of 
challenges. In spite of these major challenges, Ontario has fared remarkably 
well throughout the past decade. During the 1970's Ontario's real output grew 
at an average rate of 3.7 per cent. This performance out-paced that of West 
Germany, the U.S., the U.K. and the combined total of the OECD countries. 


Recent forecasts released by OECD and the International Monetary Fund 
suggest that, over the short term, the Canadian economy will be showing very 
little new growth. Over the longer term throughout the 80's, a modest recovery 


is expected in Canada and by implication in Ontario. 


Forecasting economic performance for the Province of Ontario, or any of 
its industrial sectors, is certainly a difficult task and beyond the scope of this 
KE 
paper. Below, however, several key factors that will condition Ontario's 


performance in the |980's are listed. 


Key Issues for Development in the 1980's 


Ontario has the resources, skilled labour force, proximity and access 
to huge markets in the U.S., and the financial strength to develop on a 


broad front of activities. 


As population growth slows in the 1980's, economic growth will be 


sustained by higher productivity growth rates. 


* More details of the performance of the Ontario economy are included as 
Appendix A: An address by the Honourable Frank Miller, Treasurer of 
Ontario, May 15, 1980 before leading businessmen in London, England. 

er Numerous analyses of the Ontario economy have been produced by various 

agencies. The Ontario Economic Council and the Federal Department of 

Regional Economic Expansion have both published such studies in the past 


two years. 
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- The major emphasis will be on investment in the private sector as an 
important stimulus to productivity growth. The public sector is no 


longer absorbing a large part of the highly educated labour force. 


The population mix will change, with more prime-aged workers leading 


to higher productivity and greater entrepreneurial initiative. 


Higher wage costs will be a strong stimulus to greater productivity in 
the service sector (e.g., in financial and trade sectors) and will induce 
a greater use of capital and new technology (e.g. computer chip and 


micro-electronic technology). 


- A major emphasis will be on training and education to develop greater 
skills in the trades, in marketing and business, and in technology. All 


three are essential to balanced development. 


Ontario industry is currently highly competitive in terms of labour 


costs. 


The rapid expansion of the energy sector in Western Canada provides 


huge opportunities for import replacement by Ontario businesses. 


The automotive industry, although currently facing major difficulties, 
is involved in a massive retooling which, by late 198! or early 1982, 
should make it highly competitive in producing small energy-efficient 


products. 


ll, KEEPING ONTARIO COMPETITIVE 


The Provincial Government has various tools and resources available to it 
to encourage economic growth in the Province. Over time it has applied these 
tools in a judicious manner to achieve economic goals required by the 
circumstances of the period. To do this the Province has maintained a flexible 
fiscal policy. Over the last several years the Province has shifted from heavy 
emphasis on major capital expenditures to provide the infrastructure, health 
and educational facilities needed for a growing population and economy, to a 
policy of expenditure restraint and reduced growth in the government sector. 
This restraint has allowed maximum opportunity for private sector growth and 
for the reallocation of Provincial efforts into employment creation activities. 
While the overall direction of Provincial policy is geared to improving Ontario's 
competitive position, there are also some specific initiatives that warrant 


mention. 


Current Provincial efforts are directed at assisting essential industries in 
their attempts to meet the challenges of the 80's. The Employment 
Development Fund, announced in the 1979 Budget, is a major stimulative 
program designed to assist key industries and sectors in Ontario, by providing 
financial assistance as a catalyst in attracting new capital investment. To date 
over $2 billion of private investment has been levered as a result of the Fund. 
In particular, the pulp and paper industry has been assisted in its $1.2 billion 
modernization program needed to maintain the industry in a competitive world 


market. 


The Fund has also provided major assistance to the automotive industry in 
its efforts to retool and modernize. Assistance also has been provided to many 


other key sectors of the Ontario economy. 


New industry or industries wishing to expand have been assisted by the 


Fund or through the Ontario Development Corporations' programs. 


The Small Business Development Corporations (SBDC) program, also 
announced in the 1979 Budget, is designed to encourage the flow of capital into 


new small business ventures. 
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Also as a part of the Employment Development Fund a special program 
has been developed for the tourism sector called the Tourism Redevelopment 
Incentive Program (TRIP). It provides assistance to tourist operators to 


improve and enlarge new tourist facilities. 


In the resource industries, the Province has provided special tax 
incentives and also has worked with the Federal Department of Regional 
Economic Expansion in providing special assistance to the important mining and 


forestry industries in Ontario. 


Ill, SELECTED SECTORS 
Introduction 


Because of their association with rail transport, several specific sectors 
of the economy are reviewed below. The sectors were selected partly on the 
basis of what was felt to be significant to rail transport and partly on the basis 
of available expertise. Resource extraction and processing often involves the 
movement of bulky goods as do several components of manufacturing. The 
tourist industry is reviewed as it involves the movement of people and may 


become increasingly linked with rail as energy costs increase. 


A major component of the Ontario economy, the growing service sector, 
is not discussed because of its limited significance to rail transport. Lastly, the 
agricultural component of the economy is omitted, since most of the 
agricultural issues that relate to rail have to do with products originating 


outside Ontario. 
A. NATURAL RESOURCES AND PROCESSING 
I. Mining 


Mining continues to play an important role in the economies of most 
northern Ontario communities, and in the economy of Ontario. Moreover, 
mineral exports contribute very significantly to the Canadian balance of 
payments. Traditionally metal mines have played a most important role in the 
development of Northern Ontario - Sudbury for nickel and copper mining, Elliot 
Lake for uranium, and Red Lake and Timmins for gold. Lately, non-metallic 
minerals are gaining recognition and a new rush to industrial mineral 


development may be on the way. 


Mining activity traditionally responds to changes in investment decisions 


in the general industrial and manufacturing sectors. But certain recent 
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international events have added an element of speculation to many mineral 
commodities. OPEC is increasing the price of oil and this spiral of rising prices 
is having its impact on auto production which in turn influences other non-fuel 
mineral production. Political instability in several sections of the world and 
various international monetary events have increased the demand for both 


silver and gold. 


In general, metal mining is now going through a phase of record 
performance in spite of rising uncertainties such as the downsizing of 
automobiles, seabed mining, the future of nuclear power and _ increasing 
competition from foreign countries. In spite of these unanswered questions, the 
mining sector in Ontario appears to face a period of strong performance in the 


near term. 
Upturns 


Almost all gold mining operations are undergoing expansion, and many 
past producers and other deposits considered submarginal only a year ago 
dre being re-examined vigorously for eventual opening. The Detour Lake 
area in Northeastern Ontario is expected to have one of the largest gold 
mining operations in North America. Goldlund Mine is expected to open a 


major gold mine some 55 km northeast of Dryden. 


All the base metals produced in Ontario, i.e., copper, nickel, lead and 
zinc, moved by speculation over international political instability, reached 
record high prices during the past few months. Lately, there has been 
some softening in prices, but the price levels are still adequate to 


encourage production. 


5 Uranium mine expansion programs in the Elliot Lake area are advancing 
well on schedule with one notable exception of Kerr Addison's Agnew 
Lake Joint Venture. In the Haliburton area, Rare Earth Resources, 
backed by Esso and Dickenson, is accelerating its exploration and 
development programs. If successful, this area may have a new uranium 


venture. 
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: At such time as demand increases there are major iron ore deposits of 
significant potential at Lake St. Joseph and Bending Lake in northwestern 


Ontario. 


. Two non-metallic mining ventures are expected to benefit the 
communities of Kapuskasing, and Midlothian Township of Northeastern 
Ontario. Phosphate and asbestos may be mined at Kapuskasing and in the 
Midlothian area respectively. The Kapuskasing project will have an added 
benefit in creating new demand for excess sulphuric acid produced by 
Texasgulf and Inco in Timmins and Sudbury - with — significant 


transportation implications. 


z Various Canadian companies and a foreign firm are exploring for silver in 
the Cobalt area. Many firms are examining old tailings for their high 


silver content. 


: The Royal Commission on Electric Power Planning, on March 26, 1980, 
recommended that the lignite deposits at Onakawana, south of Moosonee, 
be developed and an 800 to 1,000 mw power station be built. Estimates 
indicate that the lignite deposits could generate 1,000 mw of electric 


power for 30 years. 


With relaxation of the Ontario Securities Commission regulations and 
provincial budget incentives, junior mining has again begun to raise funds 


for exploration and development in Ontario. 


Downturns 


, The iron ore sector has declined significantly in recent years. The mines 
at Atikokan (Steep Rock and Caland) closed their operations as was 
expected and smaller operations at Capreol and Marmora have also ceased 
within. the last two years. The latest closure has been the iron ore 
recovery plant in Sudbury which transferred 120 employees to other 


operations of the company. 


At Agnew Lake, Kerr Addison's uranium joint venture is in the process of 


closing due to the unexpected extraordinarily low recovery of uranium. 
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2. Forestry 


The forestry sector represents between 6 and 8 per cent of total 
manufacturing activity in Ontario (as measured by employment, shipments, and 
value added). Although this share is lower than in other parts of Canada, this is 
more a reflection of the size of other industrial sectors than of the absolute 
size of Ontario's forest industry. The Ontario industry includes large and well 
established pulp, newsprint and other paper and board industries, and a sizable 
lumber industry. The forest industry along with mineral processing provides 
virtually the sole industrial base and manufacturing presence in the northern 


part of the Province. 


The industry has fundamental strengths including experienced personnel, a 
strong technological base, world-scale facilities in major product areas, a 
developed timber resource, advanced levels of integration and established 
marketing organizations and distribution networks. The successful development 
of export markets for bulk-commodity forest products has subjected the 
producing sectors to the discipline of international competition, thereby 


% 
contributing to economies of scale and high levels of specialization. 


Prospects 


The future of Ontario's forest products industry depends to a considerable 
degree on growth in domestic and foreign markets, particularly the United 
States, where products are sold in large volumes. Some 50 per cent of Ontario's 
production is exported, and most of this is exported to the United States. 
Demand for forest products traditionally relates to both economic growth in the 


longer term and economic cycles in the shorter term. 


Ontario's pulp and paper industry is currently in the midst of an extensive 
modernization of its facilities. As part of this modernization, it is estimated 
that overall production capacity will increase by some 10 to |5 per cent over 
the next five years. Over the longer term, because of emerging wood supply 


constraints, production increases will be much more modest. 


* For further background, see Government of Canada, Industry, Trade and 
Commerce, "Review of the Canadian Forest Products Industry", 
November 1978. 
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Transportation 


Transportation costs are a significant element in Ontario forest products 
operations, both from the standpoint of procuring wood supplies, and delivering 
finished products to markets. Transport costs will continue to increase along 
with the other costs of doing business but at an accelerated rate because of the 
heavy dependence on fossil fuel. On the other hand, because of its size, the 
forest industry generally maintains a good negotiating position with all carriers 
and has traditionally provided itself with a fair degree of expertise in traffic 


management. 


The industry faces the recurring and expensive problem of shortages of 
railway equipment but, again, because of the heavy tonnages at its disposal, it 
is in a position both to demand the best transport service that is available and 
to consider with the carriers ways and means of enhancing the supply of rolling 


stock. 


From the forest to the mills in Ontario, most of roundwood for pulp and 
timber for lumber moves by truck, with the exception of deliveries to pulp mills 
in Thunder Bay, Ft. Francis and Thorold, where distance dictates the use of rail 
as well. There is not likely to be much change in this situation in the near 


term. 


Finished product shipments tend to use water and/or rail because the 
majority of products are bound for more distant markets. In Southern Ontario, 


however, trucks are also used to serve the closer markets. 


3. Steel 


The record of Ontario's steel producers is indeed an outstanding one, 
particularly when contrasted with that of American and European competitors, 
and provides striking proof that Ontario companies can attain world-class levels 


of efficiency and technology without overbuilding capacity. 
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Capital spending by the three major companies in 1979 amounted to $365 
million and each of the companies has announced major investment programs 


for the next 3 to 5 years. 


‘i Stelco will complete a hot rolling mill at Nanticoke by 1984. The 
June 1980 opening of the Nanticoke plant added slightly more than | 
million tons to annual steel production capacity which was 


previously approximately 6 million tons. 


Dofasco will add a $450 million hot strip mill to its Hamilton 
complex by 1983, which is designed to increase the company's annual 


output from 3.7 to 4.5 million tons. 


; Algoma (Sault Ste. Marie) will complete a new $120 million coke 
oven battery by 1983. 


Ontario's three major steel producers, in total, increased steel production 


in 1979 to 13.4 million tons, an increase of 10 percent over record 1978 levels. 


The vulnerability of the Ontario steel producers to a U.S. recession has 
been heightened by the high level of exports in the recent boom. This is 
disguised in the official steel statistics which show as exports only steel shipped 
directly to foreign (mainly U.S.) buyers. A considerable amount of steel, 
however, is being exported by secondary manufacturers, warehouses and 
fabricators. With the cheap Canadian dollar, exports of auto parts increased 
significantly in 1978. Steel sold to these manufacturers appears as domestic 


consumption. 


One source close to the steel industry estimates that as much as 35 per 
cent of Canadian steel production in 1978 was ultimately destined for export. 
If this is true, the recent boom is based on exports which, in the current U.S. 


recession, could dry up rapidly. 
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Outlook 


: The continuing shrinkage in capacity of the U.S. industry raises the 
possibility that when the current economic slowdown is over, U.S. 
industry may find itself even less able to meet domestic demand 
than it is at present. With the new capacity coming on stream in 
Ontario during the next three to four years, the Province's industry 


could be ina strong position to expand significantly export sales. 


The Ontario steel industry is relying on the-many large energy 
projects planned for Canada in the 1980's to compensate for the 
downsizing of automobiles and the slowed growth in other sectors of 


the economy. 


: Due to the auto industry's problems and the slow North American 


economy, | 980 is expected to be a somewhat slower year than 1979. 


However, beyond the immediate term, the industry looks extremely 
healthy. Its high degree of efficiency should enable it to profit from 
likely opportunities in the U.S., while energy developments are 


expected to ensure strong domestic demand. 


4. Petro Chemicals 


Petrochemicals are derived from crude oil and natural gas. The products 
include the primary petrochemicals such as ethylene, propylene and benzene, 
along with the derivatives of the primary petrochemcials: (i) plastic resins 
(e.g., polyethylene), (ii) synthetic rubber and latex, and (iii) industrial 
petrochemicals (e.g., stryene). (Plastic products (e.g., plastic piping), rubber 
products (e.g., tires), and formulated products (e.g., detergents) are not 


considered to be petrochemicals.) 


The petrochemical industry has been called the "invisible industry" 


because its products are not familiar to the public. Nevertheless, 
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petrochemicals are everywhere. A study by the Ontario Economic Council 
demonstrated that steel and industrial chemicals are the two most pervasive 


industrial products. 


Primary petrochemicals are produced in Ontario primarily by Petrosar in 
Sarnia. Its heavy liquid feedstock arrives by pipeline from western Canada, and 
there is little flexibility to process other feedstocks. Petrosar's products are 
transported in bulk by rail, truck, marine, and pipeline, mainly within the 
eastern half of North America. Four of Petrosar's customers located in the 
Sarnia area, Dupont, Polysar, Shell, and Union Carbide, are supplied by pipeline 
because of their proximity. Petrosar has over 300 tank cars in its rail fleet. 
Petrosar also sells off much of the residue of its chemical manufacture in the 


form of oil for use in industrial and domestic heating. 


The following excerpts from Petrosar's 1979 Annual Report provide a 


short summary of current and expected conditions: 


"Given a relatively advantageous energy supply position, the Canadian 
petrochemical industry is in a favourable position to experience a period 


of very rapid growth in the 1980's. 


Crude oil supply is of critical importance to Canadian refiners and crude 
oil-based primary petrochemical producers. This matter is expected to 
have a high profile in the 1980's. An appropriate means of acquiring crude 
oil for Eastern Canada refiners must be found in order that Canadians can 
be provided with time to adapt their manufacturing operations and energy 


consumption patterns without major industrial disruptions. 


During most of 1979, feedstocks for Ontario refineries and petrochemical 
plants were under allocation and Petrosar was forced to make some 


production cutbacks due to inadequate supplies." 


Short- and longer-term prospects for both the primary and derivative 
petrochemical industries in Ontario will be tied very closely to the 


manufacturing cycle in eastern Canada and the northeast United States. 


Meg fe 


The Ontario primary petrochemical industry will remain concentrated in 
Sarnia for the foreseeable future. Petrochemical investment in other areas is 
considered by the federal government to be undesirable since it would, for 
example, (i) require development of infrastructure already available in existing 
sites, (ii) lead to over capacity and (iii) prevent existing complexes from 


achieving greater efficiencies. 
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B. MANUFACTURING 


Introduction 


Manufacturing has in the past provided a large part of Ontario's 
employment, gross provincial product and rail traffic. Much of the 
manufacturing sector was established to serve the domestic Canadian market as 
small Canadian-owned or as branch plant operations behind protective tariff 
walls. As tariff protection diminishes and more and more goods are 
manufactured in relatively low-wage countries, some Ontario manufactur ing 
industries will be required to undergo substantial rationalization and 


adjustment. 


There is full awareness of the continued threat to the Canadian and 
Ontario manufacturing economy. There is now a host of government programs 
to assist in developing and applying new technology, to provide capital, to 
retrain labour, to attract industry, to support world product mandating for 
branch plants and exporting in general, to buy back viable branch plants, and to 
obtain spin-offs from defence contracts. All conceivable measures are being 


employed to ensure that the manufacturing sector will remain strong. 


In the short term, Ontario manufacturing is faced with the combined 


effects of: 


a downturn in demand caused by the U.S. and Canadian recession; 


the difficulties of the North American auto industry in adjusting to 


energy and pollution requirements; 


the effect of a drought-created downturn in western agriculture 


incomes. 


Over the medium term, Ontario manufacturing must continue to make 
structural changes. On the positive side, Canada and Ontario have much in 


their favour in this battle: Ontario's labour package is now very competitive 
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with other industrial nations; it has an edge on energy availability and cost over 
other major industrial nations; it has a highly skilled labour force with 
government support for retraining where necessary; and business, government 
and labour are aware of the problems, and for the most part are committed to 


overcoming the difficulties. 
I. The Auto Industry 
The Canadian auto industry consists of three distinct sectors: autos, 
trucks, and parts and accessories. The determinants of demand in each sector 
are, for the most part, quite unique. | 
U.S. auto sales performance and inventory levels are major 
determinants of Canada's auto production since over /0 per cent of our 
output is exported to the U.S. 
The demand for Canadian produced trucks is affected more by 
Canadian than U.S. sales performance since almost 60 per cent of 
Canadian made trucks are produced for the domestic market. 
Approximately 75 per cent of Canadian auto parts and accessories 
production is exported to the U.S., most of which is sold in the original 
equipment market. 
The main reasons for the current drop in Canadian auto production are: 


. the general slump in U.S. auto sales; 


. the mismatch of North American-produced models with U.S. sales 


growth areas (i.e., imported subcompacts); 
the softening sales in Canada. 


The Auto Pact affords some measure of protection to Canadian auto 


assembly production, and indirectly some protection for Canadian auto part 


1093 


1094 WORKING PAPERS 


athe 


producers as auto producers must maintain production and sourcing here to 


meet required safeguards. However, their current position is aggravated by 


their extreme dependence on U.S. new car production, which currently is 


slumping badly. 


Prospects 


ii) 


iii) 


Trade 


The auto sector trade deficit will probably continue to worsen in the near 
term. Our motor vehicle trade surplus will dwindle further since higher 
energy prices will increase Canadian purchases of fuel-efficient imports, 
and the soft U.S. auto market and high U.S. inventories will weaken 
exports. The outlook for the parts deficit is gloomier: exports will be 


adversely affected by the drop in U.S. auto production. 


Interplay of the Cyclical and Structural Problems 


The Ontario auto industry is currently experiencing a cyclical downturn. 
Meanwhile, the industry is undergoing structural changes which will 
take some time to complete. Thus, an early cyclical upturn does not 
necessarily mean an immediate return to robust production and 
employment growth. The structural changes now being made by the 
North American auto makers will also need to be completed and this 
is expected to take somewhat longer. However, neither the cyclical 
upturn nor the structural changes will immediately return Ontario 
production to previous levels because North American production will 
still be faced with the longer-term challenge of regaining its previous 


share of total market. 
Production 
Auto production in Ontario by the mid-1980's is expected to pick up 


perhaps to the moderate levels of 1976 but unlikely to the peak levels 
of 1978. 


Ges 


Auto parts and accessories produced by the dozen or so larger Ontario 


manufacturers will generally follow the trend of auto assembly. 


Ontario-produced trucks should generally follow the lead of the Canadian 
economy in manufacturing, agriculture, forestry and mining, i.e., will be 


the growth commodity. 


2. Farm Machinery 


Farm machinery production in Ontario is primarily located in Brantford, 
Welland and Hamilton. Recent cutbacks in employment and production are 
said by industry representatives to be short term. The downturn in demand for 
farm machinery is tied directly to poor westen crop expectations for 1980 and 
reduced grain exports in 1979. Farm machinery demand could run at lower 
levels for a couple of years if necessitated by lower farm incomes because 


farmers' equipment inventory has greatly improved over the past decade. 


3s Textile and Garment Industries 


The textile and garment industries of Ontario are large employers 
oriented primarily to the Canadian market. Production in the medium term is 
expected to be generally consistent with these industries' 1980 share of the 
domestic market, providing Federal Government import restrictions are 
maintained. These industries generally cannot compete in the world markets 
because of wage differentials. Provincial Government support for textile plant 
upgrading could ensure least cost prices for Canadian made products but is still 


unlikely to make those industries completely internationally competitive. 


Some minor adjustments could be seen in location of production within 
Ontario or Quebec but production growth in gross terms is expected to be fairly 


stable - consistent with overall growth in the Canadian market. 
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C. TOURISM 


Medium term growth in the tourism industry in Ontario will depend 


primarily upon: 


the relative value of the Canadian dollar in relationship to other 


nations; 


the absolute cost and availability of gasoline in Ontario and as 


compared with the U.S.; 
growth in international convention activity; 
relative growth in disposable income; 


- the relative condition and availability of tourist facilities in Ontario; 


and 


the relative effectiveness of Ontario-based tourism promotional 


activities. 


The decline of the Canadian dollar against European and Japanese 
currencies has dramatically increased tourism from these sources and decreased 
Canadian and Ontario flows to those areas. Significant relative shifts among 
these currencies are not foreseen and continued tourism growth in Ontario from 


these sources is anticipated in the medium term. 


The recent differential in Canadian and U.S. currencies combined with 
higher gasoline costs and rates of inflation in the U.S. are tending to increase 
tourism in Ontario both by U.S. residents and Ontario/Canadian residents. 
Federal Government studies of Canadian tourism and boundary statistics 


indicate a significant change in trends since 1978. 


There is also evidence of a shift in transportation modes from automobile 
to various forms of mass transit, somewhat tied to the development of so called 
destination resorts. This may be a reflection of several facts, such as 


population age, residency of the tourist (Europe and Japan), and energy costs. 
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Convention activity, a small sub-set of the tourism sector, is a growing 
area of activity. Ontario is reasonably well equipped on the accommodation 
side in the larger centres. It is also taking steps to ensure an adequate supply of 
convention facilities in these areas and thereby should continue to retain its 


share of the market. 


Organization at the local level for tourism promotion in Ontario was 
revamped by the Provincial Government in the late seventies into a dozen 
districts in order to provide more sophisticated and cost-effective promotion 


programs. 


Several recent initiatives by both the public and private sectors continue 
to provide new attractions and programs to complement the existing tourism 
infrastructure within Ontario. These include the North Bay Ski Package, 
Vaughan Theme Park (Canada Wonderland), and a general increase in the quality 
and quantity of natural resource based attractions, (i.e., sport fishing and parks 


and tour areas). 


The Government has also recently announced a Tourist Redevelopment 
Incentive Program (TRIP) to provide financial assistance for the renovation and 


expansion of existing tourist facilities in Ontario. 


Over the medium term, there is reason for optimism for tourism growth in 
Ontario from Ontario residents, U.S. residents and particularly offshore 
residents. Some of this growth lends itself to mass transportation of various 


forms. 
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IV. POPULATION 
Introduction 


There has been and will continue to be a close relationship between 
Ontario's economic performance and its population growth. This is so, largely 
because migration, a significant component of Ontario's population growth, is 
responsive to economic opportunity. Consequently, growth in job opportunities 
within Ontario, relative to opportunities elsewhere both in Canada and 
internationally, has and will continue largely to determine Ontario's total 


population. 


Generally, either rapid or slow economic growth in Ontario over the past 
several decades was matched with similar population growth rates, natural 
population increase being "topped-up" by immigration from elsewhere. Future 
prospects for slower economic growth in Ontario, coupled with a low natural 
increase in population and a tightened national immigration policy, will result in 
a commensurately slower rate of overall population growth. The spatial 
distribution of population within Ontario will also continue to reflect, among 


other factors, economic trends and job opportunities. These trends include: 


- suburbanization and deconcentration of manufacturing from central 
cities; 
- capital intensification of resource extraction and processing; 


- growth and concentration of the private service sector; 


- relatively slower growth of government employment - at all levels. 
& 
I. Recent Trends 
Ontario 1976-1979 


The population of Ontario increased almost 3% by 238,835 between June 
1, 1976 and June |, 1979. The annual rate of increase of 0.96% was below the 


projected rate of |.10% per annum for this period. The difference between the 


* Population numbers, analysis and discussion were selected from several 
Demographic Bulletins, published monthly by Central Statistical Services, 
Ministry of Treasury and Economics. 
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actual and projected growth rates is due to slightly lower actual fertility rates 
and much lower intake of migrants from abroad as well as an increased outflow 
of migrants to other parts of Canada. Asa result, both of the main components 
of population growth, natural increase and net migration, are lower than that 
projected. During the first two years of this period the actual growth rate was 
very close to the projected one at 1.08% and |.07% respectively. In the third 
year (1978/79), an actual decline in growth rate occurred, falling to the 0.7% 


level. 


Economic Regions 1976-1979 


For analytical purposes, Ontario has been divided into five economic 


regions; southwest, east, central, northeast and northwest. 


In examining regional growth between 1976 and 1979, two regions grew 
faster than the Province as a whole, namely, Central Ontario and Eastern 
Ontario. Southwestern Ontario grew at a slower rate, Northwestern 
experienced no growth and population in Northeastern Ontario declined (Table 


|). 


The Central Ontario Region grew by 3.4% between 1976 and 1979 (or 
174,100) from 5,050,800 to 5,224,900. Central Ontario growth performance was 
mainly due to growth in the Toronto-Centred Area and the Waterloo-Wellington 
Area. In the Municipality of Metropolitan Toronto itself, however, there was 
little growth. Out of the eighteen counties and regional municipalities 
comprising the Region, eleven registered growth rates above the Provincial 
average, six grew at a rate lower than the Provincial average and one county 


recorded a decline. 


In the Eastern Ontario Region, growth between 1976 and 1979 was slightly 
lower than that of the Central Ontario Region at 3.3%, from 1,149,300 in 1976 
to 1,187,200 in 1979, or an increase of almost 38,000. This growth was 
concentrated mainly in the Capital region (Ottawa-Carleton and Russell 
County) which grew by slightly more than 24,000 people. Growth was also 
significant in Frontenac County (which includes Kingston), Grenville and the 
two easternmost counties of Glengarry and Prescott. Six counties in the region 


recorded only a modest growth performance and two declined. 
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The Southwestern Region grew at slower than the provincial average, at 
2.7%, from 1,247,200 in 1976 to 1,281,500 in 1979. Only two counties 
registered above the provincial average growth performance: Middlesex and 
Bruce (the latter because of Hydro construction in the area). Six counties 


recorded modest growth rates and two were at a standstill. 


POPULATION Table | 
ONTARIO AND ECONOMIC REGIONS 
1976-1979 
Region Year Change 76-79 

1976 i979 Actual Per cent 
Eastern 1,149,299 1,187,246 SH 333 
Central 5,050,849 5,224,907 174,058 Oat 
Southwest 1,247,176 1,281,469 34,293 Zot 
Northeast 583, 746 576,035 =) oll BW -1.3 
Northwest 2334395 233 ,643 248 Ou 
Ontario 8,264,465 8,503 ,300 238,835 229 


Source: -Statistics Canada, Population 1976. 
-Ontario, Ministry of Treasury and Economics, Central Statistical 


Services, Annual Population Estimates, 1979. 


-Published in "Demographic Bulletin" by CSS April, 1980. 


The Northwestern Region neither grew nor declined, adding only some 200 


people to its 1976 census count of 233,400. The Region is comprised of only 
three Districts: Kenora expanded its population by a fraction (.8%); Rainy 
River declined by the same proportion; and Thunder Bay was at a standstill at 
150,600 recorded at the 1976 census. 


The population of Northeastern Ontario declined by |.3% from its census 
level in 1976 of 583,700 to 576,000 in 1979. Only one district in this Region, 
Algoma, had an above-average growth performance. The remaining seven 


counties/districts recorded absolute and relative declines in population size. 


SS oter 


Census Metropolitan Areas 1971-78 


The aggregate population of the ten Ontario Census Metropolitan Areas 
(CMA) increased during the 1976-78 period by 104,300 at an annual rate of 
0.97%, below the 1.09% annual growth rate for the provincial population, and 
also much less than that attained during the 1971-76 period at 1.4% per annum. 
The CMA's share of the total Ontario population growth declined from 64.0% to 
57.8% during the two respective periods. This indicates a distinct slowing down 
of metropolitan population growth in Ontario, implying that some growth is 


occurring in areas outside the major urban centres. 


Of the ten Census Metropolitan Areas in Ontario, only the Ottawa CMA 
improved its growth performance, from 1.9% per annum during the 1971-76 
period to 2.5% during the 19/6-/8 period. On the other hand, the declines 
registered in the previous period in two Census Metropolitan Areas accelerated: 
CMA Sudbury, from -0.1% to -0.6% per annum, and CMA Windsor, from -0.1% 
to -0.3% per annum. The remaining seven Census Metropolitan Areas also 


recorded a decline in their growth rates during the 1976-78 period. 


During the 1971-78 period, the scale of population change, measured by 
the amount of change per |,000 average population, clearly indicates that the 
growth pattern among the CMA's was not uniform. The Census Metropolitan 


Areas can be subdivided into four groups based on the scale of their growth: 


Fast Growth Moderate Growth Slow Growth Declining 
20.1 + 10.1 - 20.0 0.1 - 10.0 
per thousand per thousand per thousand per thousand 
Kitchener 22.9 Toronto 13.3 St. Catharines 9.7 Windsor -1.4 
Ottawa 22.6 London 11.4 Hamilton ese Sudbury -2.5 
Oshawa 20.9 Thunder Bay TS 
(Montreal 4.8) 


2. Immigration and Population Growth 


Over the last 18 years, net migration to Ontario has averaged 49,800 


annually and has fluctuated considerably from a low of -2,632 for the year 
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ending June |, 1979 to a high of 90,348 in 1966-67. A number of factors which 
are difficult to quantify precisely have contributed to the wide variations in 
annual immigration to the Province. Cumulatively, however, their impact on 


the size of immigration to Ontario is considerable. 


To a large extent, changes in immigration flow to Canada and Ontario 
have been due to very notable cyclical fluctuations in economic activity. There 
have been three periods of substantial economic slack in Ontario since 1953 and 
each of these periods of rising unemployment were marked by a significant 


downturn in immigration. A fourth period is now in progress. 


Economic and political conditions abroad have also influenced the flow of 
immigration to Canada and Ontario. The declining relative importance of 
Europe as a source of immigrants to Canada in recent years may be attributed 
to the rapid economic expansion in Europe and the establishment of a free 
labour market within the European Economic Community which has created an 
attractive employment alternative for Europeans who might have come to 


Canada. 
3. Population Projections 1976-2001 


Current trends in births and deaths in Ontario and continuing low 
immigration levels could result in a balance of births and deaths in the early 
part of the 2Ist century. The only gains in population would be from 
immigration and if the trends continued, deaths could conceivably exceed both 
births and immigration with a resultant decline in population. However, 
because of the high birth rates in the forties, fifties and early sixties, and the 
high levels of immigration in the post-war period, Ontario now has a relatively 
young population. The impact of declining fertility rates and slow improvement 
in survival rates is to some extent ameliorated by the relative youth of the 
population. However, the average age of the population will increase over the 


next two decades. 


Ontario's population is expected to grow from 8.26 million in 1976 to just 
over 10 million in 2001. This represents a considerable reduction in the growth 


rate in the last few years and with continuing declines in fertility rates and a 
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relative slowdown in immigration, the overall population growth rate is 


expected to be as follows: 


Growth Rate Per Annum 


1976-1981 


eat 
1981-1986 30 
1986-199 | 0.8 
1991-1996 0.6 
1996-2001 0.4 


Distribution patterns in recent years have shown population shifting to the 
suburban areas. As was seen earlier, the CMA's share of total Ontario 
population has declined during the 1970's. These trends have been in part the 


result of: 


- desire for change in life-style; 

- improved transportation; 

- increased rural non-farm living; 

- availability of serviced iand; 

- economic trends and job opportunities (as noted earlier); 


- municipal efforts to promote balanced growth. 


The most recent Ontario population projections produced, by the Ontario 
Statistical Centre, by county to the year 2001, are summarized in the following 
tables. The assumptions of low fertility and 30,000 net external migration are 
both somewhat higher than experienced most recently. For instance, net 


external migration for the three years ending in mid-|1979 averaged only 18,300. 
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V. A SPECIAL CONCERN: ENERGY 


The energy situation in Canada as a whole is very favourable. The 
energy component in Canada's balance of payments was in surplus in the 1970's 
and amounted to just over $3 billion in 1979. While the solution of various 
national energy issues are extremely important to Ontario, the generally 
positive energy picture in Canada is a tremendous factor in the growth of new 


business. 


The abundant supply of electricity at reasonable costs in Ontario is a 
major asset. The industrial benefits of the availability of electricity and the 
technology associated with its growth, particularly nuclear power, shows great 


promise for the future. 


The energy issue, largely brought into public view by OPEC in the early 
70's, had an early impact on many sectors of the economy; however, further 
major impacts are still possible. Oil prices in Canada have not kept pace with 
world oil price increase levels and thus the potential adverse effects on 
consumers and businesses have been reduced. The major economic impact of 
the OPEC pricing policies has been the spill-over of recession and inflation 
from Canada's trading partners. Further, the rationalization and renewed 
interest in energy sources caused by OPEC has raised several potential new 
opportunities for Ontario. Several of these trends and opportunities are listed 


below: 


. There as yet does not seem to be major shifts in travel mode for the 
movement of goods, i.e., truck to rail or rail to water. This is 
partially because of long-term existing contractual relationships and 


incompatible shipment sizes and locational choices. 


Based on several early studies, in terms of travel on a passenger-mile 
basis, it is quite obvious that the private automobile and jet service 


are the most sensitive to energy pricing decisions. 


* A more detailed discussion of the energy situation is contained in 
Appendix A: An Address by the Honourable Frank S. Miller, Treasurer of 
Ontario, May 15, 1980, in London, England. 


1107 


1108 WORKING PAPERS 


a3 ta 


Although net travel in the U.S. by private auto for recreational travel 
seems to be declining, the auto downsizing is a significant deterrant to 
travel reduction. In other words, smaller cars can travel just as far on 


less gas. 


There does seem to be some trend both in the U.S. and Canada for a 
move back into the central cities for housing. In the Toronto area the 
downtown or central area of the City of Toronto has recently been the 


most vigorous real estate market in the metroplitan area. 


- Depending on major pending decisions on new pipe line projects in 
Canada, Ontario could stand to receive a_ substantial economic 
stimulus for providing major parts of the overall pipeline material and 


equipment for the project. 


The price of electricity, in abundant supply in Ontario, is expected to 
decline relative to other forms of energy during the 1980's. This 
should provide many opportunities for Ontario industry. There may 
also be renewed interest in the use of coal by industry as the prices of 


natural gas and crude oil escalate. 


The period of adjustment in terms of development patterns, is still too 
short and the early evidence too conflicting to draw any conclusions 
about the effect of energy pricing on the future geographic 


development patterns in Ontario. 
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VI. MAJOR DEVELOPMENTS 


There are various major development areas within the Province that may 
have some effect on the future of rail transportation in Ontario. These areas 


include: 
Nanticoke 


The Steel Company of Canada is in the final stages of construction of a 
major new steel-making facility on the shores of Lake- Erie in Regional 
Haldimand-Nor folk. Immediately adjacent to the Stelco facility a major new 


Texaco refinery and Ontario Hydro generating facility also exist. 


In its original decision to locate in Nanticoke, Stelco purchased several 
thousand extra acres of land to be used as an industrial park for industries that 
may want to locate near Stelco. Several industries have begun construction of 


facilities there and several more have announced plans to do so. 


Near the Stelco facilities in Nanticoke, the Province has purchased 
several thousand acres of land for the development of a new community. 
Construction of the first elements of that community is) scheduled for 


completion within the next couple of years. 


Bruce Hydro 


Ontario Hydro is nearing completion of the initial phase of a major 
nuclear power generating station on Lake Huron in Southwest Ontario. The 
initial impact on the area in Bruce County was substantial, with several 


thousand construction workers located there for several years. 


Adjacent to the facility, the Ontario Government is exploring the 
feasibility of developing various industries that may be able to take advantage 
of the excess heat generated by the generating station. Should the prospects 
appear promising - several new industries could be expected to begin operation 


roughly adjacent to the Ontario Hydro site. 
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Edwardsburg 


Several years ago the Province purchased a major land site in Eastern 
Ontario near Edwardsburg for new economic and industrial initiatives that may 


benefit from a location in Eastern Ontario. 


Onakawana 


A major lignite deposit exists in Northeastern Ontario in the James Bay 
lowlands. This potential resource, with energy trends changing rapidly, could 
become a highly useful energy alternative in the future. Were it to be 


developed, major new transportation links could be required. 
Other 


Northern and Eastern Ontario are rich in many natural resources and 
mineral deposits. Some have not yet been exploited because of world market 
conditions and further discoveries can be anticipated. However, several of the 
resources available that may be tapped over the next twenty years, should 
world market conditions allow, include gold, iron ore, uranium, phosphates and 
various other industrial minerals. Depending on the timing and location of the 
resource - many of the potential areas of the Province involved would likely 


require improved transportation links. 
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AN ADDRESS BY 


THE HONOURABLE FRANK S. MILLER 
TREASURER OF ONTARIO AND 
MINISTER OF ECONOMICS 


TO THE 


FORECAST ONTARIO/CANADA DINNER 


THE INN ON THE PARK 
LONDON, ENGLAND 


May 15, 1980 
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Ontario 
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In April 1979, when I last addressed a London audience, I spent some 
time describing the Province of Ontario because I recognize that the distinctive 
qualitites of our province, that we in Ontario take for granted, are blurred when 
seen from this distance. I reminded you that Ontario is a very large place, 
geographically the same size as the United Kingdom, West Germany and France 
combined. But size is not, in my view, our most impressive quality. We have 
developed a strong, balanced economy that has shown resilience in the face of 
deteriorating economic conditions around the world. An economy that, I believe, 


is poised for further expansion and development in the 1980s. 


Tonight, I want to talk about some of the economic attributes of Ontario 
that may not be obvious to those who focus on the economic fortunes of Canada 
as a whole. National averages may disguise what is outstanding in Ontario -- or 
any of the Provinces of Canada -- at the same time, one should not make the 


mistake of judging our entire country on the basis of any one province. 


Canadian provinces are active, almost always noisy, partners in our 
federation. Our federal system gives the provinces a heavy burden of 
government responsibility, including education, highways, social services, health, 
natural resources, and the power to raise revenues through a variety of taxes. In 
fact, nearly half of the expenditures of the government of the United Kingdom 
would be spent, and half of the tax revenues raised, at the regional level, if you 
adopted our constitution. But adoption is out of the question since, in a very real 
sense, the United Kingdom parented our constitution, and our major 
constitutional document is still an act of the British House of Commons (to the 


chagrin of some Canadians). 


Our two nations have drifted apart since the end of the second world war 
and particularly since your entry into the European Common Market. Although 
the close trading relationship that existed under the Commonwealth trade 
preference system may no longer exist, the bond between Canada and the United 
Kingdom is too strong to be broken by a mere change in the pattern of trade. 
Our ties embody a common heritage and tradition which provide us with an 
extraordinary degree of understanding and capacity to communicate. Moreover, 
we would like nothing better than to restore that trading relationship and I, 


personally, look forward to the day when that may be possible. 


As strong as our links are with United Kingdom, there is still a 
disconcerting tendency for us to be lumped with the United States in that all 
encompassing expression "America". The first reaction of most Canadians to 
being lumped with the United States is usually a howl of indignation. We are 


different from the United States and intensely proud of our distinctions. 


The second reaction is to acknowledge that indeed we are North 
Americans; that we share a continent with the United States which is richly 
endowed with resources and populated with diverse and dynamic peoples, a 


combination that has afforded each country a uniformly high standard of living. 


Our position in North America brings with it some difficulties as well. 
Within the North American economy, we are subject to many of the same 
negative forces that affect our neighbour to the south. To some extent we must 
take the bad with the good. For example, our automobile industry is 
experiencing difficulties not because of a downturn in the Canadian market but 


because of problems on the U.S. side of the border. 
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But there are important differences that make Ontario and Canada 
better able to face tough times when they occur. And it is some of these 


distinctive qualities that I would like to share with you this evening. 


There are three topics I would like to deal with: 


. First, our approach to fiscal management -- and here, as the Ontario 
Treasurer and Minister of Economics who has just presented a budget 
to the Legislature, I shall naturally have more to say about Ontario 
than the rest of Canada. | 

. Second, the energy situation in Ontario and Canada -- and here I want 
to report how we are coping with the energy adjustments that the 
industrialized world is facing and to mention some of the real 
opportunities that we see emerging from the adjustment process. 

. Finally, I want to touch on some of the factors that have made 


dramatic improvements in our competitive postition, in particular our 
highly trained, stable labour force. 


FISCAL MANAGEMENT 


The philosophy of the Government of Ontario toward fiscal management 
puts the private sector very much in the forefront. I have incorporated that 
philosophy in the two budgets that I have had the honour to present to the 
Ontario Legislature, continuing a tradition that is yielding positive results for 


Ontario. 


The key challenge I identified in my 1979 budget was job creation. Job 
creation has been a priority for us in the 1970s because unprecedented numbers 
of young adults, who were born during the extraordinary increase in the birth rate 


that occurred in the 1950s, are now flooding into the labour market. 


In order to integrate them into the labour market, the Ontario 
Government changed the emphasis of fiscal policy in a major way. The fiscal 


Strategy shifted from a capital building phase to one of expenditure restraint and 


fiscal flexibility. This enabled us to develop youth-oriented job-creation 
programs and establish a system of incentives for employment-creation 


industries. 


The results this past year have been good. Employment in Ontario 
increased by 4.2 per cent in 1979 -- 161 thousand new jobs were added, every one 
of them in the private sector. In relative terms, Ontario's performance 
compares favourably to that of industrial nations and is slightly ahead of the 


average for Canada as a whole. 


ONTARIO'S JOB CREATION RECORD 
1970-1979 Table 1 
(Per Cent, Average Annual Growth) 

Ontario 5) 
Canada - all provinces 2 
United States 2 
Japan 0. 
United Kingdom 0 
Germany -0 


Source: Statistics Canada and OECD. 


Before leaving the topic of job creation, I want to point out that 
employment growth has occurred across a wide range of economic activity, 


reflecting Ontario's balanced industrial structure. 


The private sector has responded to our budgetary philosophy by 
generating the jobs that the Province needs. The confidence that business has in 


the Ontario economy is also reflected in the strength of investment. 


Over the past decade, Ontario has sustained a rapid rate of growth in 
investment. The average annual increase in investment has been over 10 per 


cent in the manufacturing sector. According to a recent federal government 
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report, large manufacturing firms in Ontario increased investment spending 31 


per cent in 1979 and, furthermore, they plan increases of 73 per cent in 1980. 


Just to give two examples, the Ontario steel industry has capital projects 
worth nearly $1.5 billion underway and transportation sector spending is 


expected to increase this year to about $1 billion. 


Many factors have contributed to the brightening of our investment 
Climate. One element of government policy that has played a vital role is the 
Employment Development Fund that I announced in my 1979 budget. It has been 
an effective catalyst in attracting significant investment during a period of 
escalating interest rates and uncertainty in the North American economy. To 
date, over $2 billion of private investment has already been secured as a result 


of assistance from the Fund. 


We have assisted the Ontario pulp and paper industry in its $1 billion 
modernization program and we are contributing to the revitalizing of the Ontario 
automobile industry as it undergoes the massive retooling needed to adjust to 


new market conditions. 


Throughout the 1970s -- a decade future economic historians will no 
doubt characterize as turbulent -- the Ontario economy has performed solidly. 
Yet, along with every other industrial economy, Ontario faced fundamental 
problems of adjustment following the upward spiral in oil prices that began in the 
mid-seventies. In spite of the combination of inflationary and recessionary 
pressures set off by the oil price spiral, the Ontario economy grew in terms of 
real output at an average rate of 3.7 per cent annually during the 1970s. This 
performance outpaced that of West Germany, the U.S., the U.K., indeed, the 


combined total of OECD countries. 


ONTARIO'S REAL GROWTH OUTPACES 
MOST INDUSTRIAL NATIONS, 1970-1979 Table 2 
(Per Cent, Average Annual Growth) 


Japan 6.1 
Canada 4.2 
Ontario 357 
Germany Dud 
United Kingdom 2.1 
OECD Countries 3.9 


Source: Statistics Canada, OECD and the Conference Board in Canada. 


Finally, on the inflation front our performance has been relatively good. 
I am not happy to report prices are rising at an annual rate of about 9 per cent, 
nor am I happy that there is some evidence of an upward trend. However, our 
inflation rate has been below that of our major trading partners and I am 


confident that it will remain so. 


CONSUMER PRICE INDEXES, 


ANNUAL RATE OF CHANGE, 1979 AND 1970-1979 Table 3 
Annual Change Average Annual 
1979 Change, 1970-79 
Canada ss daa | 7.4 
Germany 4.1 4.9 
United States hae Tok 
Japan 3.6 9.1 
United Kingdom 13.4 12.6 


Source: Statistics Canada. 


The performance of the Ontario economy that I have just outlined is, in 
part, attributable to the firm application of the budgetary philosophy of the 
Ontario Government. Ontario has made a determined effort to restrain 


government spending and public sector employment. 
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For the past five years, the Ontario Government has led the way in 
Canada in improving efficiency in the delivery of public services. In 1975-76, 
Provincial spending accounted for 17.2 per cent of the Gross Provincial Product 
(GPP) in Ontario. This year I am projecting that figure will be down to 15.5 per 


Cents 


ONTARIO GOVERNMENT'S CLAIM ON THE ECONOMY 
(Total Provincial Expenditures as Per Cent of GPP) 


Per Cent 

18 18 
LWA L7 
16 16 
1s 15 
14 14 
0 . - 


75-76 76-77 = 77-78 78-79 79-80 80-81 


a 


When I presented my budget last month, I was able to report that the 
reduction in the Ontario deficit ee the original target by $494 million for 
the last fiscal year. In this fiscal year Ontario's net cash requirements will be 
somewhat higher than last year's deficit. However, in a year of economic 
uncertainty I believe that it is appropriate to allow a pause in our deficit 


reduction strategy. 


ONTARIO GOVERNMENT'S CASH REQUIREMENTS 
(S$ billions) 


2.0 2.0 


1.5 


1.5 


1.0 


0.5 


& 


77-78 78-79 79-80 80-31 


Persistent inflation has consequences which must be faced if we are to 
maintain the socio-economic standards of which we are justly proud. We are not 
prepared to see important government programs deteriorate; nor will we ignore 
groups who are hard hit by inflation. Also, we are committed to maintaining and 
improving our incentive programs to increase investment, job skills and 


productivity. 


So, while still meeting our restraint targets, in my budget I announced 


new measures to deal with each of these concerns. 


. I increased the expenditure allocations for our health system because 
it is faced with strong cost pressures that could not be overcome by 
increasing efficiency. 


. I increased assistance for Ontario's senior citizens in the form of 
property tax relief, a grant program to offset sales taxes and 
increased income support for low-income pensioners. 


. I introduced a series of measures to help small businesses, to 
encourage new participation in Ontario's important mining industry, to 
promote research and development and to stimulate the conservation 
of energy and the substitution of alternative fuels for petroleum-based 
products. 
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Finally -- and this is the most important feature of the budget for most 


Ontarians -- we accomplished all this without any tax increases. 


Because the outlook for the Ontario economy is often affected by 
factors beyond our control, an important goal of our budgetary policy has been to 
equip the Ontario economy to overcome problems and to seize opportunities 
when they arise. In the short run there appears to be no shortage of problems, 


but opportunities abound, as well. 


The consequences of oil price increases, high interest rates and recession 
in the U.S. and our other trading partners will be felt in Ontario. As a result, 
1980 may turn out to be more difficult than last year but I still expect a year of 
real economic growth. Job creation will be slower, but still healthy, when one 
considers the remarkable pace of job creation last year. I am particularly 


gratified by the projected strong investment performance in manufacturing. 


Inflation still looms as a major economic problem. While it is an 
international problem, it is of particular concern to the Ontario Government. 
We will continue to push the federal government to adopt a viable national anti- 
inflation policy to complement our own initiatives in setting the framework for a 


decade of development in the 1980s. 


10 - 


A FAVOURABLE ENERGY SITUATION 


On the energy front, I am sure that most of you are aware that Canada is 
in a favoured position. The energy component in Canada's balance of payments 
was in surplus in the 1970s and amounted to just over $3 billion in 1979. In 
Western Canada, the Arctic and the Atlantic offshore, there are continuing 
reports of successful oil and gas exploration activities. In 1979, the reserves of 
natural gas increased by 3.4 trillion cubic feet in Alberta and 3.2 trillion cubic 
feet in the Arctic. Canada's supply position on natural gas has improved so much 
that late last year the National Energy Board approved the export of an 
additional 3.75 trillion cubic feet. The export will take place over a number of 
years and will have a total value of some $16.8 billion at the current export 


price. 


With respect to crude oil, the continued decline in production from the 
older oil fields will increase Canada's reliance on foreign sources over the next 
several years. Because of this, Canada has turned to the development of the oil 
sands, enhanced oil recovery projects and increased exploration activities. 
Certainly one of the more exciting developments in the past year is the Hibernia 
oil discovery off the coast of Newfoundland. It is too early to have firm numbers 
on the extent of the oil discoveries; however, according to one report, 
recoverable reserves in the Hibernia field alone are placed at between 800 
million barrels and 1.5 billion barrels. Oil has also been discovered at Ben Nevis, 
on a separate geological structure about 25 miles away from Hibernia. You can 
well imagine the interest of Canadians in the speculation that these oil 


discoveries might ultimately rival the North Sea fields in size. 
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In Canada's Arctic, exploration efforts are paying off. One giant field 
discovered last year, the Whitefish field, may yield 3 to 10 trillion cubic feet of 
natural gas. Already this year, there are encouraging reports of new finds. 
Estimates of gas reserves in the Mackenzie Delta and Arctic Islands regions are 
now placed at 25 trillion cubic feet. It will take multi-billion dollar investments 

.and the application of some very advanced undersea pipeline technology to 


develop and bring the gas to Ontario. 


To achieve this objective, the Ontario Government, the federal Crown 
corporation Petro-Canada, TransCanada Pipelines Ltd., Panarctic Oils Ltd., and 
the Tenneco Oil Company of Canada, have joined together to form the Polar Gas 
consortium. Polar Gas has spent $70 million Studying and planning the 
construction of a pipeline system which is truly mammoth in proportion. There 
are several routes being considered. The shortest route entails some 3,115 miles 
of large diameter (54") pipe. Including escalation and financing, it may cost in 
the order of $15 to $20 billion and be in service before 1990. Building the line 
would create 1/4 million man-years of employment in the construction and 


supply industries. 


The technological dimensions of the project are immense. For example, 
the project consortium is examining methods to lay pipe across M'Clure strait --a 
distance of some 76 miles. The strait is permanently covered with ice which 
varies in thickness from 7 to 39 feet. On shore, the concrete covered pipe would 
be welded into mile-long sections and, using the ice cover as a work platform, 
would be hauled along the ocean bottom for positioning at depths of up to 1,650 
feet. The sections would then be joined together using a submersible vessel 


which would encapsulate the joint and provide space for men and equipment. 


Pa Ly aes 


At a design capacity of 2.15 billion cubic feet per day, the line would 
provide the energy equivalent of 370,000 barrels of crude oil daily. At today's 
prices of crude oil, that yields a value of $4.7 billion annually in Canadian 
dollars. The economics are so favourable that the costs of the line could double 
and still leave room for a 15 per cent rate of return. The studies indicate that 
the line is technically feasible. I have great confidence in our skills and I might 
remind you that Canada has been at the forefront of gas development and 


pipeline technology for more than two decades. 


The Polar Gas Project represents an enormous economic opportunity for 
Canada. It will provide us with a major, secure energy source in the 1990s and 
into the 2lst century. In the 1980s, the project would provide large and lasting 
impacts on such Canadian supply industries as steel, metal fabricating, heavy and 
light equipment, building products and scientific equipment. The project would 
spur major expenditures on Arctic resource development throughout the 1990s. 
It is not surprising, then, that the Ontario Government believes that it is in 


Canada's national economic interest to construct the line. 


With respect to electricity, Ontario will continue to have an abundant 
supply of relatively low-cost electricity throughout the 1980s. In a world where 
we are constantly reminded of uncertain oil supplies and the prospect of 
spiralling oil prices, a dependable electricity supply is particularly welcome, 


especially when that dependability has been assured for the future. 


Ontario is the focus for nuclear power development in Canada. Ontario 
ranks with Britain, France and West Germany in terms of the electricity 


produced from nuclear reactors. 
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Dan MN aes eee ote Rm AOR A See Scere Sekt 
NUCLEAR POWER GENERATION IN 

SELECTED INDUSTRIAL COUNTRIES, 1979 Table 4 
(Billions of gross kilowatt-hours) 


rT eee eT 


Britain 38.6 
Canada (Ontario) 38.4 
France 3939 
Japan 62.0 
Sweden 2150 
Switzerland PIS 
West Germany 40.4 
United States 268.3 


oe ee es 
Source: U.S. Monthly Energy Review. 
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Canada has developed a nuclear power system which we believe is 
Superior in terms of economics, performance, Safety and reliability. Of course, I 


am referring to the CANDU pressurized heavy water reactor. 


Our practical support for the CANDU reactor is continuing. Ontario 
Hydro is in the process of constructing 12 more reactors which will increase 
nuclear power capacity from 5,000 to 13,600 megawatts. The entire 
construction program will expand total electrical generation capacity roughly 5 
per cent annually throughout the decade. Since demand is expected to grow at 
an annual rate of 3.4 per cent, Ontario can continue profitable export sales to 
neighbouring utilities and shift more of Ontario's energy consumption to 


electricity use. 


The ability to substitute electricity for other less secure fuels presents 
Ontario with a secure energy alternative and a major economic opportunity. In 
addition, the availability of large amounts of power will also be attractive to 


business interests contemplating industrial expansion and new locations. 


After a difficult period in the 1970s, Ontario's electricity costs will be 
virtually stable in real terms throughout the 1980s because so much is generated 


from inflation-proof sources -- namely, hydraulic and nuclear power plants. This 


td ee 


is in marked contrast to anticipated increases in oil and natural gas prices in 
Ontario. It is also in marked contrast to anticipated increases in electricity 
costs in neighbouring areas of the United States where there is a heavy reliance 


on oil-fired electric power generation. 


Many American utilities are struggling with the environmental and 
financial problems of converting from oil to coal. At the same time, a shift to 
nuclear power appears to be in a long-term stall. In the month of January alone, 
plans for 5 nuclear plants were cancelled. All five of these were located in 
states bordering Ontario. Undoubtedly, the accident at Three Mile Island has 


been a major setback to the nuclear power industry in the United States. 


The performance of the CANDU heavy water reactor is surely the envy 
of utilities around the world. Based on a survey of 104 of the world's largest 
reactors, all 8 of Ontario's reactors in 1979 were in the top 40 and 6 were in the 
top 12 in terms of capacity utilization. On the lifetime performance basis, 


Ontario Hydro has 6 in the top 7. 


Our success with nuclear power is due to a number of factors, the most 
obvious of which is the safe, reliable performance of the CANDU pressurized 
heavy water reactor. The record of CANDU demonstrates Canadian excellence 
in the application of advanced technology. Our specialized technological skills 
are becoming increasingly apparent in telecommunications, transportation 
equipment, electronics and natural resource development. The CANDU reactor, 
and our accomplishments in the other areas I have mentioned, were brought 
about by Canadians who do the work involved in designing, building and operating 


machinery in these technically sophisticated areas. I say this because there is 
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popular myth that we are dominated by American technology and have no skills 


of our own making. 


I would now like to comment briefly on the even greater expectations we 


have of the performance of our labour force in the 1980s. 


LABOUR CONTRIBUTES TO ONTARIO'S COMPETITIVE ADVANTAGE 
ee ee VY INE 


_ In addition to being well placed in terms of energy, our goal has been to 
give Ontario the ability to adapt and profit from the changing economic 
circumstances of the 1980s. In large part we are counting on the skill, enterprise 
and stability of our work force and on programs designed to increase the 


efficiency of our labour market. 


At the beginning of my remarks, I said that there was a sizeable increase 
in the birth rate in the 1950s. The dimensions of this demographic phenomenon, 
and the impact it has had, and will continue to have, on our economy have not 
been well understood, especially by those in countries with different 


demographic experiences. 


During the "baby boom" decade from about 1947 to 1957, the birth rate 
in Canada was nearly twice what it is now, (nearly 30 per 1,000 inhabitants 
compared to about 15 now). It was nearly 20 per cent higher than the U.S. birth 
rate, at a time when the U.S. rate was regarded as very high indeed. The 
average family size in Canada rose from a pre-second world war low of about 2.5 
children to an average of nearly four children per family in the late fifties. 
After the mid-1960's, the birth rate diminished each year and the average 


number of children per family now is down to 1.8. 
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This population wave had major consequences for governments, some of 
them expensive. For example, one of the first results was to bring about a 
massive expansion in the education system -- a provincial responsibility in 


Canada, not a central government responsibility. 


DISTRIBUTION OF ONTARIO POPULATION BY AGE GROUPS 
1951-1991 


Per Cent 
50 


40 


Actual | Projected 


1951 1961 1971 1981 199] 


As the baby boom generation grew older and started to spend money, 
they began to have a major impact on business as well. But tonight I want to 
talk about the baby boom group as producers rather than as a very large block of 
consumers. As they enter the labour market, the characteristics of the labour 


force are changing. 


Annual! growth in Ontario's work force will decline from 3.3 per cent in 
the 1970s to 1.9 per cent in the eighties. In absolute terms, that's a drop from 


120,000 to 90,000 new entrants per year. The number of young people in the 
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labour force -- those between ages 15 and 24 -- will peak early in the 1980s and 
will then decline for the rest of the decade. This should ease one of our ones 
standing unemployment problems. Instead of increasing by around 34,000 each 
year, as in the 1970s, the young labour force of the eighties will actually decline 


in size. 


Of particular interest to businessmen and investors will be the fact that 
future labour force growth will be concentrated in the prime age group -- those 
between ages 25 and 54. This group could grow by an average 87,000 workers a 
year in the 1980s, compared with 78,000 annually in the seventies. This is the 
age range when labour force attachment is strongest and when workers are most 


productive. 


As Minister of Economics, I am particularly interested in those members 
of the labour force who become entrepreneurs -- the risk-takers. I believe there 
will be an upsurge of entrepreneurial activity and new enterprise in Ontario in 
coming years. As the "baby-boom" matures, the proportion of the population in 
their mid-thirties (35-39) will increase from 5.8 per cent in 1976 to about 8 per 
cent in 1986. Not only are these years of high productivity, but research in 
Canada tells us that most entrepreneurs start their first company when they are 


in their mid-thirties. 


And there are opportunities in Ontario. The restructuring of the 
Canadian economy as a result of higher energy prices, the adjustment to the new 
world of GATT, and the advent of computer-chip and microelectronic technology 
-- all open up new horizons for entrepreneurs. Already, 81 per cent of Canada's 
solar manufacturing firms are located in Ontario. The Government of Ontario is 


looking for fresh policies to assist entrepreneurs and new enterprises; policies 


Sige 


that will complement our existing programs for helping small business and 


stimulating research and development. 


The ability of the labour force to adapt to new circumstances and to 
take advantage of new opportunities depends, of course, not only on enterprise 


but on skill. 


Ontario's universities, community colleges and apprenticeship programs, 
plus a steady stream of immigration, have traditionally provided the economy 
with an assured and diverse range of skills. As the pace of immigration has 
slowed, however, and as labour market needs have changed, Ontario has recently 


adopted new policies to ensure efficient operation of the labour market. 


We are putting more emphasis on on-the-job training. In order to ensure 
that the skills created are those in demand, Ontario has stressed employer and 
community input to the design and implementation of industrial training 
programs. We have set up a Manpower Commission, reporting directly to 
Cabinet, to oversee manpower programs and labour market information. We are 
also pursuing policies to increase efficiency through upgrading the skills of those 


already in the labour market and through facilitating labour mobility. 


An indication of the overall productivity of Canadian workers is given by 
recent trends in our unit labour costs. Canada's cost performance in the 1970s 
compared favourably to most industrialized nations. Canadian unit labour costs, 
in U.S. dollar terms, fell 1.3 per cent in the manufacturing sector between 1976 


and 1979. During the same period, U.S. costs rose 21.6 per cent. 
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MANUFACTURING UNIT LABOUR COSTS 


1970-1979, AVERAGE ANNUAL CHANGE ‘ Table 5 
(Per Cent) 
See ae Rann one en Ue ORNS hale Ulery ee alana a gM Me Gee 
Domestic US: 
Currency Dollars 
sa te ES tt Se ae ee ee RE Ne, 18 ls 
Canada 6.6 DET. 
United States 5.6 5.6 
Japan 8.2 14.7 
France pled 101 
Germany 6.1 12.4 
United Kingdom 14.3 10.8 
SEE a ee ee eee Ls Se Se TEE ee, tales ee 


Source: United States Bureau of Labour Statistics, and OECD. 
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With the enormous numbers of young adults who were born in the 1950s 
entering their most productive years, with new opportunities for entrepreneurs, 
with a skilled and flexible labour force, and with an enviable record in unit 
labour costs, the Ontario economy is well placed to meet the challenges of the 


new decade. 


I believe the 1980s will be an exciting time in Ontario. That belief is 
founded upon my confidence in our competitiveness in terms of labour and 
energy, and my conviction that responsible fiscal management will contribute to 
a climate that will attract investment and provide opportunities for innovation 


and growth. 


In a world where economic links between nations must grow, it is 
important to have opportunities such as | this to enhance our mutual 
understanding. It has been a special pleasure for me to come to London to speak 
about some of the attributes of my Province. In the course of my remarks I hope 


I have been able to magnify your view of the Province of Ontario. 


Thank you. 
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THE IMPORTANCE OF RAILWAYS IN SERVING 


REMOTE NORTHERN COMMUNITIES 


Paper prepared for: Ministry of Northern Affairs 
Ontario Task Force on Policy Development Branch 
Provincial Rail Policy July, 1980 
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SUMMARY 


This paper presents an overview of rail dependence in 
the small or remote communities of Northern Ontario. 

It describes the nature of the need and identifies in 
general terms those groups or communities most likely 


tonieel, the impacts: of anyereduceds rail ssenyice: 


There are four main conclusions: 


Most of the northern rail communities have 
existed for many years; they remain permanent 
settlements with stable populations. 


By its policy and programme actions, the 
Government of Ontario has confirmed the ex- 
istence of these and other small communities; 
for recent example, the Isolated Communities 
Assistance Fund and The Local Services Boards 
Act, 1979, both directed to’ the unorganised 
communities and administered by the Ministry 
of Northern Affairs. 


An analysis of rail dependence in the small 
communities requires a social and psychological 
perspective as well as an economic one. 


Rail may well be just one of several ways to 
meet the transportation and employment needs 
identified. For now, however, it is the basic 
mode, and one deeply woven into the social 
fabric of many communities. In the absence of 
other actions to meet the transportation needs 
of the small northern communities, the intro- 
duction of even minor changes could have major 
local impacts. 
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THE IMPORTANCE OF RAILWAYS IN SERVING REMOTE NORTHERN COMMUNITIES 
a a 


I.. XINTRODUCTION 
It is well known that rail was basic to the opening up 
of Northern Ontario, bringing settlers from the south and 
from Europe and giving new access to natural resources 
Such as timber, mineral deposits and the agricultural 
lands of the northeast claybelt. 


Perhaps less recognised - and less appreciated -— is the 
whole pattern of life that developed around rail. Before 
the advent of the auto or the aircraft, with settlements 
few and far between, the railways in the north meant 
contact, the communication of people and goods with the 
world beyond. Many of the first rail communities were 
base camps for the railway labour gangs; later they 

became section heads or divisional points in the operation 
of the railways. Now, as then, rail continues to mean 
employment, access to services, trade and social contact 


for many small settlements across the north. 


Dependence on rail for the movement of people and goods 
can be examined on at least two scales. At the personal 
level, one may rely on rail for getting to; and, irom 

School or medical appointments, for bringing in foodstuffs 
and other household supplies and for conducting a whole 
range of personal business. At the community level, 

local retail trade, tourism and government services may 


be very much tied to rail. 


This paper presents an overview of these needs and 
identifies the groups or communities likely to be most 
affected by any overall reductions in rail service in 


the absence of compensatory measures in other areas, 


Lis, 


The focus is on the smaller settlements. Larger 
municipalities like North Bay, Cochrane and Thunder Bay 
rely on rail to a great extent, primarily for the 
shipment and trans-shipment of goods. This is an 
important aspect of rail (freight) service in Northern 


Ontario, but one meriting a separate review. 


RAIL COMMUNITIES AND RAIL SERVICE 

Four main railways operate in Northern Ontario: The 

CNR, the CPR, the Algoma Central Railway and the 

Ontario Northland Railway, this last owned:and operated 

by the provincial government through the Ontario Northland 
Transportation Commission. Figure 1 gives a diagrammatic 
indication of routes; three routes offer freight service 
only. 


To date, communities that have been most concerned about 
the prospects of reductions in service are those along 
the CN northern line, from Capreol to Winnipeg. This 
follows in the wake of a federal government announcement, 
January 1976, that passenger rail services across the 
country would have to be "rationalised". Table 1 gives 
some indication of the basis for this concern among the 


northern line communities. 


This table shows that for some communities rail is the 
only means of access. For others, there is no adequate 
or reliable alternative; for instance, less than half 
the communities listed are situated on hard-surfaced 
roads. For still others there is no alternative, 
scheduled, public mode of transport. Residents can and 
occaSionally do charter floatplanes or ski-equipped 
planes for essential purposes. This is a costly option 
for groups or individuals, and one in any case not 


available during break-up and freeze-up times. 
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TABLE 1 TRANSPORTATION CHOICES - 
SMALL NORTHERN COMMUNITIES, CN NORTHERN LINE 
TRANSPORT MODE 
HARD GRAVEL SCHEDULED 
COMMUNITY POP. RAIL SURFACE OR BUSH BUS AIR SERVICE 
CAPREOL- 
NAKINA 
Capreol 3,918 a x Xx 
Westree 40 x D8 
Gogama 700 x x x 
Tionaga x 
Palomar x 
Foleyet 800 x x x 
Elsas x 
Dunrankin 
Peterbell x 
Fire River x 
Oba 75 x x 
Hornepayne 1,683 Ds mS x 
Hillsport 84 x x 
Stevens xX 
Caramat 325 x 
Longlac 2,284 x x 
Nakina 944 xe 
Notes: Table illustrates transportation choices of communities along 


CN northern line only. Many communities along Algoma Central, 
Ontario Northland, CP and other CN lines have similarly limitec 
access. 


Actual rail service varies depending on whether peak or off- 
peak season; usually local trains more frequent at peak times. 
Both passenger and freight trains will stop in cases of 
emergency; otherwise usually only a few scheduled stops 

(e.g., two between Armstrong and Winnipeg on transcontinental). 
Trains, however, will stop to detrain revenue passengers or 

on advance notice, to entrain revenue passengers. 
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TABLE 1 (Continued) 


COMMUNITY 


NAKINA- 
MALACHI 
Aroland 
Kowkash 
Auden 
Ferland 
Mud River 
Armstrong 


Collins 

Allanwater 
Savant Lake 
Ghost River 


Superior 
Junction 


Sioux 
Lookout 


Hudson 
Amedale 


Red Lake 
Road 


McIntosh 
Quibell 
Redditt 
Minaki 
Malachi 


POP. 


300 


103 
80 
40 

500 


100 
50 
250 


3,006 


083 


241 


107 
a his. 
170 
330 


x «wwe M x 


* 


x MM OM OM 


TRANSPORT MODE 


HARD GRAVEL 
SURFACE OR BUSH 
x 
x 
Xx 
x 
Xx 
Xx 
x 
x 
x 
x 
X 
x 
x 
x 


SCHEDULED 
BUS AIR SERVICE 


; x 
(Class III only) 


x 
x x 
(5 d/wk via 
Dryden) 
x 
x 


JEM Bes 
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Table 1 does not include the 10,000 to 12,000 residents 
of Indian reserves and settlements accessible only by 
air, north of the CN line. For these people, places 
such as Sioux Lookout, Nakina and Longlac serve as 
urban centres, meeting a variety of everyday needs. 
Moreover, such communities are used as stopover points 
en route, via rail, to Winnipeg for active medical 


treatment or other high-order functions. 


ROLE OF RAIL IN COMMUNITY LIFE 


Figures compiled in 1978 by (then) TEIGA and MTC show 

that a local pattern of rail usage prevails: about 2/3 

of all trips are short-haul, to and from neighbouring 
communities or out to Winnipeg or Sudbury, and only 1/3 

to points beyond such as Montreal, Toronto and Vancouver. * 
For example, there is considerable activity between 

Sioux Lookout and Winnipeg, between Ferland and Armstrong 
and between Aroland and Nakina. Interestingly, Armstrong 
is oriented to Sioux Lookout and not to Thunder Bay, even 


though the actual distance is about the same either way. 


Residents and businesses in these small communities rely 
on rail to meet a whole range of basic needs: 


- travel for routine medical examinations, active 
treatment or follow-up; 


- supply of household goods - e.g., food, building 
materials, diesel fuel, propane and coal-oil 
(important where electrical power not available 
or available only for certain uses); 


- travel for social purposes, personal business - 
e.g, clergy; police;mMeincunt courts »*social 
workers, welfare administrators regularly use 
rail or cause it to be used by their clients; 


- transport to and from schools, for both students 
and teachers (weekends, holidays, etc.); 


- mail service (important where telephone service 
is inadequate or lacking); 


*MTC, "Ontario's Objectives for Transcontinental Passenger 
Train Services to be Operated by VIA Rail Canada", 
February 1978, and background material prepared by staff. 
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- employment - e.g., railway maintenance and 
operations, access to trapping, guiding 
opportunities; 


- trade and interchange - e.g., maintenance of 
retail inventories, specialised services 
(e.g., funeral services), transport of guests 
into and out of lodges. 


The economic base of Hornepayne, a town of 1,600 
population, rests almost wholly on rail. In fact. .GNn 
has recently given notice that it will be expanding its 
operations there. Sioux Lookout (pop. 3,000) is heavily 
dependent on rail for direct job creation as well, but 
serves also as a social and business meeting point and a 
trading focus for reserves and settlements to the north 
of the CN line. For many residents in these and other 
communities, rail is a lifeline and marks a recognition 
of their existence and their contribution to the larger 
provincial economy. 


SOME LIKELY EFFECTS OF CHANGES IN RAIL SERVICES 

If there is a single dominant feature of all the rail 
communities, it is their extremely fragile social and 
economic environment. The community profiles attached as 
Appendix 1 show that choices are limited or even lacking 
in almost every aspect of their lives. What may to an 
observer seem to be minor changes could actually produce 


major impacts. 


There could be three kinds of impact if rail services 
were altered so as to create an overall reduction in 
service: 

- loss of amenity, 

- inconvenience, or 

- hardship. 
Those groups most severely affected would be the heaviest 
users: the elderly; the low income; Indians, Metis and 
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Non-Status peoples; those without cars or access to 


another mode of public transportation (e.g., bus). 


Those communities most affected would be the trading 
centres and the settlements with no other reliable means 
of access. It should be noted that only a handful of 
communities along the line have local government* - a 
Significant disadvantage when attempting to express and 


muster support for the local point of view. 


The Canadian Transport Commission's Final: Plan** 
originally called for the reduction in daily trans- 
continental passenger service along the CN northern route 
to three times weekly. This caused considerable public 
outcry. A study of the testimonies given during the 

CTC hearings held in Sioux Lookout, Hornepayne and 

Capreol in December 1979 leads to the conclusion that such 
a cutback would have produced direct effects relating to 
the use of the main line service as well as exacerbated 


existing inadequacies in the local services. 


The Final Plan, for instance, was criticised on grounds 
ranging from the present difficulties with checked baggage, 
to the inadequacy or absence of shelter facilities to the 
anticipated need (assuming a three day per week service) 
for stopovers and the associated hotel costs, meal costs, 
lost pay and separation from family. At the same time, 
objectors sought to have existing problems with the local 
services put on record: for example, only once a week may 
freight service, complicated by strict regulations 
governing the transport of fuel products, various policies 
governing the size of shipments and the absence of un- 


loading platforms at many of the small stops. 


*Sioux Lookout, Nakina, Longlac, Hornepayne. 
**Rail Transport Committee, etc., Final Plan for Western 


Transcontinental Passenger Train Service, October, 1977. 
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What becomes clear on a reading of the transcripts is 
that the concern is not so much with whether the 
service is transcontinental or local, rail or other, 
but rather for a mode of transportation that can 


adequately meet a diverse range of needs: 


- convenience - frequency (e.g., same-day return) 
and scheduling (e.g., daylight hours). 


- comfort 
- affordability 


- easy movement of people and goods (especially 
fuel products) 


- reliability 
~ security, familiarity. 


The CTC recently issued its order affecting passenger 
train service in Northern Ontario. Effective 
September 29, 1980, there will be transcontinental 
Service six days per week, seven days in the peak 
(summer) season. A longer overall schedule during the 
off-peak season (i.e., most of the year) is intended 
to permit more frequent and longer local stops during 
daylight hours. Improved local services during high 
season should work to the advantage of both short-haul 
users and through passengers. Details of this decision 
are summarized in Table 2. Excerpts from the order 
itself, together with the Government of Ontario's 
December, 1979 brief to the CTC, are attached as 
Appendix 2. 


On first glance at least, the CTC decision appears to 
respond to many of the issues raised throughout the 
public hearings. There has been little media attention 
though, so the reactions of users will have to be 
evaluated as the plan is put into effect. 
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TABLE 2 A SUMMARY OF RECENT CTC DECISIONS 


TN WORTHERIT ONTARTOS 


Existing Effective 
Service Sept. 1980 
A. Transcontinental 6 d/wk. 6 d/wk., off-peak, 


with longer schedule 
to allow local 
scheduled stops 


7 d/wk., peak 
Bus transfer No bus transfer 


between Capreol 
and Sudbury 


Bee sbocal 3 d/wk., Capreol- 3 d/wk., peak only, 
Nakina Capreol—Hornepayne 


2 d/wk., Winnipeg- 2 d/wk., daytime 


Sioux Lookout service, Winnipeg- 
(mixed passenger Armstrong 

freight) 
1 d/wk., peak Same 


Winnipeg-Farlane 


6 d/wk., peak and 6 d/wk., peak only; 

off-peak, Sudbury- off-peak, 6 d/wk 

White River transcontinental, 
Sudbury-White River 


*Canadian Transport Commission, Railway Transport Committee, 
Orders No. R-30914, R-30915, R-30916, May 29, 1980, and 
No. =R-31079, July. 3, 1980% 
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It should also be nated that the CTC is recommending 
what it sees as a minimum level of service. Without 
revealing the basis for this determination of need, the 
Commission goes on to suggest that an augmented service 
might be desirable and that "the concept of involving 
provincial and local authorities and organizations in 
the financing of regional services such as those between 
Sudbury, Capreol and Winnipeg be considered". As yet, 
the Government of Ontario has not commented on this 
suggestion. 


V. CONCLUSIONS 


Most of the northern rail communities have existed 
for many years; they remain permanent settlements 
with stable populations. 


The Ontario government has confirmed the existence 

of these and other small (unorganised) communities 
through a number of policy and programme initiatives 
e.g., the Isolated Communities Assistance Fund and 

The Local Services Boards Act, 1979, both administered 
by the Ministry of Northern Affairs. 


An analysis of the provision of rail services to the 
north's small and dependent communities requires a 
social and psychological perspective as well as an 
economic one. 


Rail may well be just one of several ways to meet the 
transportation and employment needs identified in 
this paper. For now, however, it is the basic mode, 
and one deeply woven into the social fabric of many 
communities. In the absence of other actions to 

meet the transportation needs of the small and 
isolated communities, the introduction of even minor 
changes in rail service could have major local impacts. 
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CANADIAN TRANSPORT COMMISSION 


RAILWAY TRANSPORT COMMITTEE | 


IN THE MATTER OF the applications filed by the | 
Corporation of the Town of Sioux Lookout, Transport | 
2000, and Mr. John Rodriguez, M.P., for the review 
of certain portions of the Railway Transport 

Committee's Final Plan of Western Transcontinental | 
Passenger Train Service. 


IN THE MATTER OF public hearings into the said 
applications on December 4, 1979, December 6, 1979 
and December 7, 1979. 

File No. 49893-2-3 
IN THE MATTER OF the reconsideration pursuant to 
Section 260 ‘of the Railway Act of the applications 
for discontinuance of the following passenger train 
services, in order to determine whether they should 
be maintained or discontinued in whole or in part 
between: 
Winnipeg and Sioux Lookout (Trains Nos. 286, 287) 
Capreol and Nakina (Trains Nos. 675, 676) 


Hornepayne and Manitouwadge (Trains Nos. 269, 270) 


Se ee 


SUBMISSION OF THE GOVERNMENT OF ONTARIO 


a ee WE ae 


TOrOnto, ‘Ontario. 


November 27, 1979. 
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INTRODUCTION 


Le 


The Province of Ontario welcomes the opportunity 
to make a submission once again to the Railway 
Transport Committee concerning the re-examination 
of certain portions of the Final Plan For Western 
Transcontinental Passenger Train Service. it 

is hoped that the participation of the public 

and of the many interest groups during these .three 
scheduled hearings will assist the Committee in 
its implementation of a passenger train service 

to meet the social and economic needs of the area 


between Capreol and Winnipeg. 


It has already been resolved that this part of 
Ontario requires and is dependent upon an adequate 
modern passenger rail service. The purpose of 
these hearings as we view it is to determine what 
form this service should take the frequency, 
schedule, points served, equipment provided and 
marketing approach. The Government of Ontario 
hopes that these hearings will enable the CTC and 
VIA Rail to produce a plan that will result ina 
service which is satisfactory to the year-round 


residents of the affected communities. 


The Government of Ontario will not be making 
specific recommendations on the level of service 
required. The Province does has several concerns. 
However, we believe that the recommended service- 


routing, frequency, service level and points 
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served should be determined by the CTC based 
upon the evidence presented at the hearings. 
It is our view that the principle evidence of 
the specific needs for railway passenger service 
in this area can best be given directly to the 


CTC by the people most immediately affected. 


4. The amended notice of hearing issued by the CTC 
under date 20th November, 1979 indicates that the 
Committee will be considering not only the Final 
Plan of the Western Transcontinental Passenger 
Train Service but also other applications for the 
discontinuance of passenger train services. The 
shortness of notice in regard to these latter 
services precludes any thorough analysis of the 
implications of the applications and we do not 
intend at’ this time to make any submission to 
the Committee in regard to them. However, in 
general terms the statements of the Coven naene 
Ontario in regard to passengers trains made in 
the remainder of this submission would apply 


equally to these additional services. 


ONTARIO CONCERNS 

5. A large number of communities do not have access’ to 
roads. Until fairly recently the road system was 
not well developed at all. The first Canadian 
road linking Thunder Bay with Southern Ontario 


(Highway 11) was not completed through Ontario 


5. 
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until after World War II. The Trans-Canada 
Highway (Number 17) was not completed north of 

Lake’ Superior until 1964-5 7Start today the majority 
of points served by rail are not served by road or 
any Other scheduled mode. 

The rail service provides an essential link for 


shopping, medical and social trips. (Rail pass 
senger service is also an important tranportation 
mode for the recreation and tourist industry in 


this area. 


From the outset of the Federal Minister of ‘Transports 
Directives to the CTC issued in 1976 the Province 
welcomed the opportunity to provide input Taptor che 
formulation of a more efficient, more responsive 
network of passenger rail services. 

Ontario, of all the Provinces, has within its 

borders the greatest amount of passenger rail 

service. This is commensurate with our population 


and the vast land space within our borders. 


The Government of Ontario participated in all the 
hearings held in Ontario for the review of the 
western transcontinental in 1976. We also re 
quested and were granted an additional Ontario 
hearing site in Thunder Bay. The request was 


made because of our feeling that the people who 
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COM Ce 
wish to make submissions should be able to do sO 


without having to travel excessive distances. 


The concerns we expressed in our submission during 
these hearings in Ottawa, Toronto, Sudbury and 
Thunder Bay have not changed. These are restated 
below as they pertain to the subject of this 


hearing. 


First: Canada must retain a transcontinental 
passenger train service on a permanent 


basis. 


Second: The provision of inter-city passenger 
rail service is a Federal Government 
responsibility. The decisions made by 
the CTC should not transfer financial 


responsibility to the Provincial Treasury. 


Priced: Ontario is supportive of the rationalization 
process in general. Our definition of the 
word 'rationalization’ is a service better 
designed to suit the needs of Canadians as 
they perceive these needs. It must not 
merely be a cost-cutting exercise but one 
whose primary goal is the development of 
services which are modern, innovative and 
suited to the needs of the Canadian public 


as they see them. 


of 


OF 


Con't. 


Fourth: In the event that transcontinental service 


through the Province of Ontario is con- 
fined to one line of railway then some 
other form of rail service must be 


provided on the other line. 


Fifth: This service on the other line should 
be a good, modern, service using appro- 
priate equipment, tailored specifically 
to meet the unique needs of the people 
and the communities on the route in 


the most appropriate manner. 


Ontario made recommendations to the CTC that the 
Final Plan develop a re-designed service through 
Northern Ontario. This we stated requires con- 
ape rve access and schedules. Such a service, if 
it is well designed, could have the ability to 
serve the needs of localities en route perhaps 

in a better manner than the transcontinental. 
This service should also recognize the need £OG 
connections to the transcontinental at Winnipeg 
and Sudbury. Ontario believes a number of rele- 
vant issues will be addressed at these hearings. 
The submissions made by individuals and organiza- 
tions to the Committee we believe will lead to 
recommended service which meets the social and 


economic needs of the area. 
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The Government of Ontario is concerned about the 
adequacy of passenger rail service provided to 
its citizens between Capreol and the Manitoba 
border. Ontario does not at this time have 
specific recommendations to make on the details 
of this service. This we believe should be 
undertaken by the CTC based upon the evidence 
presented by local representatives who are best 


able to articulate them. 


In conclusion, Ontario wishes to thank the CTC 

for conducting this review and expresses the hope 
that an adequate and efficient service is instituted 
to provide the citizens of this valuable area of 

the province the basic transportation service 


required to meet the social and economic needs. 


Canadian Transport Commission canadienne 
Commission des transports 


pl 


RAILWAY TRANSPORT COMMITTEE 


ORDER NO. R-30914 . 
I 


May 29, 1980 


IN THE MATTER OF the applicationso.“ .. 
filed by the Corporation of the - % 
Town of Sioux Lookout, Transport 
2000 Canada and Mr. J. Rodriguez, 
M.P., for a review of certain 
portions of the Railway Transport 
Committee's Final Plan for Western 
Transcontinental Passenger-Train 
Service. 


¢ 
eh 72 ae 
ers 


“4 
~ 


49467.62.1 
49893-2-3 


Files Nos. 


UPON hearing the matters at public 
hearings chaired by Commissioner 
J.F. Walter, at Sioux Lookout, 
Ontario, December 4, 1979; 
Hornepayne, Ontario, December 6, 
1979 and Capreol, Ontario, 
December 7, 1979; and 


UPON receiving the Report of 
Commissioner Walter, a copy of 
which is attached as Schedule "A". 


THE COMMITTEE HEREBY ORDERS THAT: 


The Report of Commissioner 
J.F. Walter is adopted by the 
Committee as submitted. 


The Report shall be published 
on the same date as the 
publication of this Order. 


VIA Rail Canada Inc., the 
Canadian National Railways and 
Canadian Pacific Limited, who 
will be jointly responsible for 
providing this passenger-train 
service, shall implement the off- 
peak service described on pages 
39, 40 and 41 of the attached 
Report under the heading, 
"RECOMMENDED OFF-PEAK SERVICE", 
on September 29, 1980. 
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COMIFE DES TRANSPORTS PAR CHEMIN DE FER 


¢ 


ORDONNANCE N° p-30914 


4 


“He 29 mai 1980 


hig 
: IY; oy 


S/o 
RELATIVE aux requétes présentées par la 


~ .. womtunicipalité de Sioux Lookout, Transport 


- =-2000 Canada et M. J. Rodriguez, député, 
en vue d'étudier certaines parties du 
plan définitif pour le service de l'Ouest 
des trains transcontinentaux de voyageurs 
du Comité des transports par chemin de 
fer. 


won ee 


49467.62.1 
49893-2-3 


: os 
Dossiers n 


APRES audition des requétes lors 
d'audiences publiques présidées par le 
commissaire J.F. Walter, a Sioux Lookout 
(Ontario) le’ 4 décembre 1979; 4 Hornepayne 
(Ontario) le 6 décembre 1979 et 4 Capréol 
(Ontario) le 7 décembre 1979; et 


APRES réception du rapport du 
commissaire Walter, dont une copie 
figure & I'annexe A. 


LE COMITE PAR LA PRESENTE ORDONNE CE 
QUI SUIT: 

1. Est adopté, par le Comité, le 
rapport du commissaire J.F. Walter, 
tel que soumis. 


2. Le rapport devra €tre publié 
A la méme date que la présente 
ordonnance. 

3, VIA Rail Canada Inc., les Chemins de 


fer Nationaux du Canada et Canadien 
Pacifique Limitée qui se partageront 
la responsabilité d'offrir ce service 
de trains de voyageurs, devront mettre 
en application le service régulier 
décrit aux pages 39, 40 et 41 du 
rapport ci-joint sous la rubrique 
"SERVICE REGULIER RECOMMANDE", a 
compter du 29 septembre 1980. 
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VIA Rail Canada Inc., the ae 
Canadian National Railways and 
Canadian Pacific Limited shall 
implement the peak season service 
described on pages 40, 41 and 42 
of the attached Report under the 
heading, "RECOMMENDED PEAK SEASON 
SERVICE", effective with the 
Summer season of 1981, on such 
date as VIA Rail Canada Inc. may 
choose to begin operating trans- 
continental Trains Nos. 3 and 4 
across CN's Northern Ontario line 
to supplement the year-round 
service provided by transconti- 
nental Trains Nos. 1 and 2. 


The necessary work to enable rail Se 
access between Sudbury and Capreol 

shall be carried out as soon as 

possible, with the presently-— 

operated bus transfer to be 

continued in the interim. 


As long as the basic patterns 6. 
and frequencies of service ordered 

are adhered to, the actual days of 
operation, scheduled times and 

operational aspects shall be deter- 

mined by VIA Rail Canada Inc. 


(signed) 


G.E. MacDonald 
Secrétaire suppléant 
Comité des transports par chemin de fer 


Acting Secretary 
Railway Transport Committee 


ORDONNANCE N° R-30914 


VIA Rail Canada Inc., les Chemins de 
fer Nationaux du Canada et Canadien 
Pacifique Limitée devront mettre en 
application le service de pointe 
décrit aux pages 40, 41 et 42 du 
rapport ci-joint sous la rubrique 
"SERVICE DE POINTE RECOMMANDE", &a 
partir de l1'été 1981 4 la date que 
VIA Rail Canada Inc. choisira pour 
exploiter les trains transcontinentai 
n 3 et 4 sur la ligne du CN dans Ik 
nord de l'Ontario afin de compléter 
le service assuré 4 longueur d'année 

, ; Os 
par les trains transcontinentaux n 
Lets 


Les travaux nécessaires afin de 
permettre l'accés aux trains entre 
Sudbury et Capréol devront étre 
entrepris le plus t6t possible, tout 
continuant d'offrir, a titre provi- 
soire, le service de correspondance 
par autocars. 


En autant que les tableaux et les 
fréquences de base des services 
recommandés seront respectés, les 
jours réels d'exploitation, les 
heures fixes et les caractéristique 
d'exploitation devront @étre déter- 
minés par VIA Rail Canada Inc. 


(signature) 
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is intended to result in a more acceptable pattern of service and, therefore, there 
is no question of discontinuance involved. However, staff have costed several 
options on a comparative basis, as discussed below in the "Recommendations" 
section. 
TRAFFIC 

Passenger handling data for the first five months of operation of trains 
7 and 8 between Capreol and Winnipeg are shown in appendices V and VI. The 
average passenger handlings per trip for coach and sleeping car passengers for 
the period between November, 1979, and March, 1980, were: between Winnipeg 
and Armstrong, 59 passengers; between Armstrong and Hornepayne, 35 
passengers; and between Hornepayne and Capreol, 37 passengers. The average 
monthly handlings ranged from a high of 80 on the Winnipeg-Armstrong route 
segment in December to a low of 20 on the Armstrong-Hornepayne route segment 
in November. All the handling figures cited include revenue, pass and infants 
travelling on trains 7 and 8. 
CONCLUSIONS 

I have considered the alternative transportation services, the probable 
future needs of the area, and the various proposals presented at the hearings. 
The following was determined from the analysis. 
Alternative Transportation Services 
Rail 

Alternative passenger-train service has been provided along the 


following stretches of the line: 
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i) Capreol and Nakina, tri-weekly by trains 675 and 676; 
ii) Sioux Lookout and Winnipeg, twice-weekly by mixed 
trains 286 and 287; and 
iii) Farlane and Winnipeg, once-weekly during the summer 
months by trains 190 and 191. 
In addition, the community of Oba is served tri-weekly in winter 
and six-times-per-week in summer by Algoma Central Railway Sault 
Ste. Marie-Hearst trains. Nakina also is linked to Hearst by means of a VIA 
Rail/CN tri-weekly mixed train, and Sioux Lookout is linked with Thunder Bay 


by a VIA Rail/CN twice-weekly mixed train. 


Highway 

Most major intermediate communities are joined by road to either the 
Trans-Canada Highway or Highway 11. Examples are Sioux Lookout, Nakina, 
Longlac, Hornepayne, Gogama and Foleyet. Many communities, however, have 


no road access. 


Bus 
The following communities are linked by scheduled bus services: 
i) Winnipeg and Capreol (Sudbury), via Thunder Bay 
(Greyhound Lines of Canada); 
ii) Winnipeg and Red Lake Road, via Kenora (Excel Coach 


Lines, with Greyhound); 
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iii) Winnipeg and Longlac, via Thunder Bay (Greyhound 
or Grey Goose Lines); 
iv) Winnipeg or Capreol (Sudbury) and Foleyet, Palomar 
or Kukatush, via Wawa (Ontario Northland Transportation 
Commission, with Greyhound); and 
v) Winnipeg or Capreol and Gogama, via Sudbury (ONTC, 
with Greyhound). 

In most cases, service is daily but requires at least one change-of-bus 
enroute. Because routings are indirect, only those communities specifically 
mentioned above are served. 

Air 
The following communities are linked by scheduled air services: 
i) Winnipeg or Toronto and Sioux Lookout, five-days-per- 
week via Dryden (Austin Airways, with Nordair); and 
ii) | Capreol (Sudbury) or Toronto and Hornepayne, six-days- 
per-week via Sault Ste. Marie (NorOntair, with Air Canada 
or Nordair). 
At least one change-of-plane is required in both cases. 
Probable Future Transportation Needs of the Area 

Most of the Capreol-Winnipeg route has no parallel roads. Those 
communities with roads are joined in most cases to the major east-west highways 
lying to the south or north by means of access roads. 

While some passengers now using trains 7 and 8 could gain access to 


communities along the CN line by private automobile, bus, air, or other rail 
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services, such access normally would be much slower, costlier and inconvenient. 
For almost all inter-community travel between points along the line, there is 
really no alternative to the Capreol-Winnipeg train other than the local trains 
described above. And, for a distance of 400 kilometres between Nakina and Sioux 
Lookout, there is not even an alternative local rail service. 

RECOMMENDATIONS 

I have considered all of the evidence presented at the hearings or sent 
directly to the Committee by mail. On the basis of the evidence, I make the 
following comments and recommendations. 

The passenger-train services in this area should be provided in a cost- 
effective manner, taking into account the actual and potential traffic and the role 
of passenger-train service. The Final Plan isa good plan as it concerns overall 
transcontinental service between Montréal, Toronto and Vancouver. The decision 
to operate transcontinental service on the CP line across Northern Ontario was 
reasonable, considering the small population of the area. The route chosen was 
the best in terms of population centres served and marketability. The question, 
therefore, is really one of local service. It should be pointed out that the Committee 
recently approved VIA Rail's proposal to lengthen Montréal/Toronto-Vancouver 
schedules, a change which will shift the overnight portion of trains 7 and 8 from 
the Capreol-Armstrong route segment to the Armstrong-Winnipeg segment. 

There is no question that passenger-train service plays an important role 
in this area. As the "Summary of Evidence" section above suggests, the area 
depends upon such services for a variety of reasons. The problem is that the 
traffic generated by the communities themselves is relatively small. In 


past years, the locally-generated traffic between Capreol and Winnipeg was not 
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sufficient in itself to support full-service, transcontinental trains, nor is there 
any evidence to suggest that the situation will change. In similar areas of the 
country having remote stretches of railway, daily service normally is confined 
_to the summer season, if it exists at all; for example: Jasper-Prince Rupert, 
tri-weekly during the off-peak and daily in summer; Lillooet-Prince George, 
tri-weekly, year-round; Thee opener ain: tri-weekly full-service trains, 
supplemented by once-weekly, mixed-train service, year-round; Sault Ste. 
Marie-Hearst, tri-weekly during the off-peak and six-days-per-week in summer; 
and, Hervey Jct-Senneterre, six-days-per-week during the off-peak and daily 
in summer. 

I have examined the issue of emergency medical evacuation. I have 
come to the conclusion that less-than-daily passenger-train service may 
cause some inconvenience but not additional suffering or death. Air 
ambulance services have taken over the role formerly played by the railways. 
As for the other functions performed by the passenger trains, I am not convinced 
that less-than-daily service would cause suffering or hardship, although I do 
acknowledge that it would result in some inconvenience. 

Furthermore, I feel that passengers travelling in and out of the area 
by means of connections with the "Canadian" and "Super Continental" 
would not be seriously inconvenienced by less-than-daily service. I 
believe that direct transcontinental connections should be maintained at both 
Sudbury and Winnipeg, as called for by the Final Plan. I do not feel, however, 


that the Winnipeg-Capreol-Sudbury link should operate to and from Toronto. 
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The operating cost simply would be too high, given the small amount of traffic 
generated locally between Winnipeg and Sudbury. 

In my recommendations below, I describe several alterations to the 
Final Plan that should result in a relatively convenient and cost-effective service 
between Winnipeg and Sudbury. I feel that this level of service is the minimum 
that VIA Rail should operate. 

I would like to point out that the schedules shown in tables 1 and 2 
below are recommended schedules. The departure and arrival times are based 
on existing or recent schedules and are given in some detail only to show the 
basic pattern of service, be it overnight or daytime. Where service is to be less 
than daily, the days of operation shown in the tables are either based on current 
practice or are suggested days of operation. VIA Rail, in consultation with 
Canadian National Railways and CP Rail, will be expected to set the actual 
scheduled times and days of operation. 

(i) Recommended Off-peak Service: 

Table 1 shows the recommended off-peak service. Capreol-Winnipeg 
trains 7 and 8 would continue to operate on a six-days-per-week basis. Scheduled 
times are based on those in effect as of June 1, 1978, the last period during which 
the four-night, three-day Montréal-Vancouver schedule was in effect. Instead of 
travelling overnight on the Capreol-Nakina section, trains 7 and 8 would travel 
overnight on the Nakina-Winnipeg section. Trains 7 and 8 would continue to 
provide baggage, coach, cafe-lounge and sleeping facilities. Instead of using 
Capreol as a terminal, they would operate directly in and out of Sudbury, thereby 
effecting an across-platform connection with the Montréal and Toronto trans- 


continental trains. This would eliminate the need for a bus connection. 
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Table 1 


Recommended Off-peak Service 
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Table 2 


Recommended Peak Season Service 
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The tri-weekly local service provided by trains 675 and 676 between 
Capreol and Nakina would no longer operate during the off-peak, because the 
new pattern of service for trains 7 and 8 with their longer schedule between 
Capreol and Winnipeg will permit them to make local stops during daytime hours. 

A new local service, numbered 677 and 678 in the tables and equipped 
with baggage and coach facilities, would be inaugurated between Winnipeg and 
Armstrong. These trains would run twice-weekly on daytime schedules. I 
suggest that the trains leave Winnipeg Thursday and Saturday and 
return from Armstrong Friday and Sunday. One advantage of this pattern 
would be that passengers could travel to Winnipeg on Friday, arriving in the 
early evening, and then return from Winnipeg on Train 8 Sunday evening. The 
passenger service now provided by mixed trains 286 and 287 between Winnipeg and 
Sioux Lookout would be discontinued, with their passenger-related stops and 
duties to be performed by the new local trains. 
(ii) Recommended Peak Season Service: 

Table 2 shows the recommended peak season service. Transcontinental 
trains 3 and 4 would be shifted from the CP route via Thunder Bay to the CN 
route across Northern Ontario. The trains would operate on their normal routes 
and schedules between Toronto and Sudbury and between Winnipeg and Vancouver, 
but would follow the route and schedules of off-peak trains 7 and 8 between 
Sudbury, Capreol and Winnipeg. Thus, there would be daily, through, Toronto- 
Vancouver transcontinental service over the CN line during the peak season. 

In addition to the local service provided by trains 677 and 678 between 


Armstrong and Winnipeg, local trains 675 and 676 would operate tri-weekly 
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between Capreol and Hornepayne during the peak season only, in order to relieve 
transcontinental trains 3 and 4 of the need to make local stops. I recommend that 
trains 675 and 676 not be operated onward between Hornepayne and Nakina, 
because of the small number of passengers now using the trains on that route 
segment. 

Peak season trains 148 and 149 between Winnipeg and Farlane, 
sometimes called the "Campers' Special", have been included in the tabie, 
although they were not considered at the hearings. It might be possible to 
combine trains 148 and 149 with the recommended trains 677 and 678 between 
Wionibes andFarlane. I suggest that VIA Rail look into the possibility. 

Before discussing costs, I would like to stress once more that the days 
of operation and scheduled times are VIA Rail's prerogative. Those described 
above seem reasonable, but others might be more convenient or operationally 
feasible. 

(iii) Estimated Annual Cost: 

The estimated annual cost of service across Northern Ontario is shown 
in Table 3. 

The Final Plan service would cost $22.7 million in the off-peak and 
$15.8 million in the peak season, for a total of $38.5 million. 

The presently-operated version of the Final Plan costs $26.5 million in 
the off-peak and $17.0 million in the peak season, for a total of $43.5 million. The 
additional cost over that of the Final Plan results from the operation of trains 7 


and 8 six-times-per-week instead of tri-weekly. 
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Estimated Annual Cost of Northern Ontario Service 
or enern Untario service 


Trains Route 


FINAL PLAN 


LZ Sudbury-Thunder Bay-Winnipeg 
3/4 Sudbury-Thunder Bay-Winnipeg 
7/8 (Sudbury) Capreol-Winnipeg 
286/287 Winnipeg-Sioux Lookout 
675/676 Capreol-Nakina 


Totals 


FINAL PLAN AS PRESENTLY-OPERATED 


1/2 Sudbury-Thunder Bay-Winnipeg 
3/4 Sudbury-Thunder Bay-Winnipeg 
7/8 (Sudbury) Capreol-Winnipeg 


286/287 Winnipeg-Sioux Lookout 
675/676 Capreol-Nakina 


Totals 


RECOMMENDED SERVICE 


LZ Sudbury-Thunder Bay-Winnipeg 
3/4 Sudbury-Capreol-Winnipeg 

7/8 Sudbury-Capreol-Winnipeg 
675/676 Capreol-Hornepayne 

677/678 Winnipeg-Sioux Lookout 


Totals 


Note: 


A) Peak season cost is included in Off-peak figure of $0.1 million. 
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Table 3 


Frequency 
Off- 
peak Peak 
DAILY DAILY 
-- DAILY 
3/WK 3/WK 
2/WK 2/WK 
3/WK 3/WK 
DAILY DAILY 
-- DAILY 
6/WK 6/WK 
2/WK 2/WK 
3/WK 3/WK 
DAILY DAILY 
-- DAILY 
6/WK -~ 
= 3/WK 
2/WK 2/WK 


Annual Cost 


Off- 
peak 


Peak 


StAA 

The recommended service would cost $25.9 million in the off-peak and 
$14. 6 million in the peak season, for a total of $40.5 million. The major saving 
compared to the Final Plan occurs during the peak season when trains 3 and 4 
are routed over the CN line, thereby obviating the need to operate trains 7 and 8. 
Furthermore, local trains 675 and 676 would not be required during the off-peak 
and would operate between Capreol and Hornepayne only during the peak season. 
The cost of the new local trains 677 and 678 between Armstrong and Winnipeg would 
be offset partially by the fact that Sioux Lookout-Winnipeg mixed trains 286 and 
287 would no longer be required. 

In conclusion, the recommended service would cost $2 million more than 
the Final Plan service as originally intended but $3 million less than the Final Plan 
service as presently-operated. 

Civ) Operation Between Sudbury and Capreol: 
The recommended service would have trains 7 and 8 during the off-peak 


and trains 3 and 4 during the peak season gain access to and from the CP Sudbury 


station, in order to effect direct, across-platform transfers. This will result in more 


convenient service, especially for the handicapped and people travelling with 
children. 

Figure 1 shows certain CP and CN lines in the Sudbury and Capreol 
area. One option would involve the construction of a short connecting track at 
Coniston to permit off-peak trains 7 and 8 to operate without backing up. Peak 
season trains 3 and 4, however, would have to be turned. For example, Train 3 
would arrive at Sudbury pointed west in the normal manner and then exchange 
cars with Train 1 from Montréal. Train 3 would then have ‘é move forward to the 
west of Sudbury station, wye there on CP's Webbwood Subdivision, and then run 


forward through Sudbury and on to Capreol in the same manner as trains 7 and 8. 
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There are, it would appear, certain problems with the operation that 
I have described above. The westward wye between CP's Cartier and 
Webbwood subdivisions would have to be refurbished and the new access track at 
Coniston between CP's Cartier Subdivision and CN's Bala Subdivision would have 
to cross a creek. I feel, therefore, that VIA Rail in cooperation with 
CP and CN should examine this and other options and choose the most cost- 
effective and operationally-feasible one. Until the best option has been chosen 
and the necessary work completed, the presently-operated bus transfer to and from 
trains 7 and 8 could be continued. As for peak season trains 3 and 4, VIA Rail 
may wish to operate directly between Toronto and Capreol by using the CIN line 
between South Parry and Capreol, 2s was done under the Modified Transitional Plan. 
This would eliminate the need to use CP's Webbwood Subdivision to turn the train but 
would require a bus transfer between the CN's Sudbury East station location and 
VIA's downtown Sudbury station to enable connections with trains 1 and 2 at the 
latter station. 
AUGMENTED SERVICE 

I would like to stress that the service described on the previous pages 
is the minimum service I feel is required, given all of the circumstances. 

It may well be, however, that VIA Rail, either for its own reasons or 
at the direction of the Government of Canada, will want to provide a service 
augmented over and above my recommended service. This, of course, is 
essentially what happened both in October, 1978, when the Governor-in-Council 
accepted the Minister of Transport’s recommendation that the Final Plan be delayed 
for one year, and in October, 1979, when the Minister directed VIA to augment the 


Final Plan's frequency of service between Capreol and Winnipeg. 
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The service that I have recommended could be augmented in several 
ways. For example, Capreol-Winnipeg off-peak trains 7 and 8 could be operated 
daily instead of six-times-per-week. The same number of train sets - three - 
would be required. The daily service would boost the annual cost of the overall 
service by $1.2 million. Another example involves the recommended Winnipeg- 
Armstrong local service: tri-weekly rather than bi-weekly service would boost 
the annual cost of the overall service by $0.4 million. 

I suggest that the concept of involving provincial and local 
authorities and organizations in the financing of regional services such as 
those between Sudbury, Capreol and Winnipeg be considered. This concept 
may have particular relevance in the Northern Ontario, where service 
additional to the basic level I recommend might be desirable. 

The involvement of provincial and local bodies could be patterned on 
the American procedure, whereby a state government plans a passenger-train 
service according to its own priorities and requirements and contracts with 
Amtrak to provide the service, the cost being paid partly by Amtrak and partly 
by the state government. In return for - in the scale of overall transport 
spending - a relatively modest amount of money, the state government is able to 
determine the role of such regional passenger-train services and, toa large 
extent, the operational details. The advantage of the approach to the federal 
government is that, through its agency, Amtrak, it is able to provide a service 
more attuned to local needs and to reduce its financial commitment, all the time 


retaining the federal presence in the state concerned, 
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It seems likely that this approach could be adopted for use in Canac:. 
The federal government, through VIA Rail, could reduce its annual subsidy to 
rail passenger service while maintaining its presence throughout the country. 
A province could demonstrate its faith in the future of rail passenger service 
by making a financial commitment, in return, of course, for an effective say 
in the operation of the service. In Northern Ontario, it may be that the 
provincial government, upon careful study of the matter, would be interested 
in helping to pay for service frequency above that which I have recommendec 
to meet basic needs. If local travel for educational or medical purposes 
could be made more convenient by the addition of extra trains éach week, hode- 
fully the province might come to understand the value of assisting with the 
provision of that additional frequency. 

I strongly recommend that VIA Rail explore this matter fully with 
both the Government of Canada and the Government of Ontario. 
EQUIPMENT 

In the past, the railways sometimes operated a single car incorporating 
sleeping, meal and lounge facilities on services which could not support separate 
cars. The time has come for VIA Rail to examine the feasibility of rebuilding 
existing cars into multi-purpose cars. On lightly-patronized regional and 
remote routes such as Sudbury-Capreol-Winnipeg, substantial reduction in car-mile 
costs could be achieved by operating such cars, perhaps a sleeper-meal-icunge 


car or a baggage-sleeper car. The initial capital cost of rebuilding would be 


recovered quickly, given the substantial cost of operating each car, if a four-car 


train such as trains 7 and 8 could be reduced to three cars. 
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The use of Rail Diesel Car equipment on local trains has been considered 
but not discussed here because of VIA Rail's acute shortage of such cars. There 
is no doubt, however, that RDC's would reduce the cost significantly and should 
be considered if and when such cars become available. Furthermore, VIA Rail 
should investigate the possibility of substituting mixed freight-passenger trains 
for local passenger trains. If mixed train services could be operated more 
reliably and conveniently, their use would be most advantageous from the point 
of view of cost. 

VIA RAIL CANADA INC. 

In submitting my report, I feel obligated to make three comments 
concerning VIA Rail. 

First, certain aspects of VIA's presentation at the hearings were less 
than adequate. In dealing with the question of future passenger-train service 
between Capreol and Winnipeg, VIA presented eight options, each of which was 
a variation of another and, to say the least, quite complicated. These options 
were not immediately available in written form for consideration by myself, 
Commission Staff or people who were present at the hearings. This in itself is 
sufficient to give the Commission cause for concern. However, the fact that 
representatives of VIA would not state a preference for one or more of the options 
and did not in any way indicate which option best suited their budget made it 
very difficult for the Commission to apply the usual tests of determining whether 
or not a given passenger service should be continued, discontinued or altered. 

Secondly, as mentioned earlier in this Report, VIA Rail recently 
asked for and was granted permission to alter the schedules of overall, Montréal/ 


Toronto-Vancouver transcontinental service. It would have been helpful to the 
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Committee to have been informed of this proposal at the time of the hearings, 
because of its impact upon the Northern Ontario services. VIA did not mention 
that such a proposal was, if not finalized, at least being contemplated. 

Thirdly, there appears to be a wide discrepancy between the costs 
presented by VIA at the hearings and the costs of my recommended service as 
estimated by Committee staff using railway costs under Order No. R-6313. 
VIA's costs seem to be between 20 and 25 percent higher than those developed 
by Committee staff. I suggest to the Committee that an investigation of this 
matter be undertaken due to the significant discrepancies involved. 
IMPLEMENTATION 

I recommend to the Committee that the above-described plan be 
implemented in the following manner: 

a) The recommended off-peak service should be implemented on 
September 29, 1980, the date that VIA Rail have selected for 
implementation of the revised western transcontinental service 
pattern. 

b) The recommended peak season service should be implemented 
effective with the summer season of 1981, on such date as VIA 
Rail may choose to begin running transcontinental 
Trains Nos. 3 and 4 across Northern Ontario to supplement the 


year-round service provided by transcontinental Trains Nos. 1 


and <2; 


1196 WORKING PAPERS 


S645 


c) The necessary work to enable access between Sudbury and Capreol 
should be carried out as soon as possible, with the presently- 
operated bus transfer to be continued in the interim. 

d) As long as the basic patterns and frequencies of service are 
adhered to, the actual days of operation, scheduled times and 
operational aspects should be determined by VIA Rail. 

e) The discrepancies between VIA Rail's costs as presented at the 
hearings and the costs estimated by Committee staff should be 
investigated by the Committee. 


Respectfully submitted, 


(signed) 


J.F. Walter, 
Commissioner. 


Commission canadienne 
des transports 


Canadian Transport 
Commission 
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RAILWAY TRANSPORT COMMITTEE 


ORDER NO. R-30915 


May 29, 1980 

IN THE MATTER OF Section 260 of the 
Railway Act and the application of 
the Canadian National Railways to 
discontinue their passenger-—train 
service comprising of Trains Nos. 

675 and 676 operating between Capreol 
and Nakina; 


IN THE MATTER OF the Final Plan for 
Western Transcontinental Passenger 


Train Service (October, 1977); and 


IN THI MATTER OF a reconsideration 
of the application of the Canadian 
National Railways pursuant to 

Section 260(8) of the Railway ACL ee 


File No. 49467.62.1° vi. 
‘ th. 

UPON hearing the matters at public 
hearings chaired by Commissioner *, 
Jt. Walter at Sioux Lookout, he 
December? 4, 1979; Hornepayne, 
Decembcr 6, 1979, and Capreol, 
December 7, 


1979; and 


UPON receiving the Report of 
Commissioner Walter, a copy of 
whichels attached™as’ Schedule 'A'. 


THE COMMITTEE HEREBY ORDERS THAT: 


1. The Report of Commissioner 
Walter is adopted as submitted. 


2. The Report shall be published 
on the same date as the 
minlieacvon or this Order. 


2 
f 


m3 
~ 


MOY 


COMITE DES TRANSPORTS PAR CHEMIN DE FER 


ORDONNANCE NO R-30915 


Le 29 mai 1980 


a 


REVATIVEwa l* article 260 de, la‘loisur 
les chemins de fer et a la requéte 
présentée par les Chemins de fer 
Nationaux du Canada en suppression de 
leureservice de trainsade voyageurs 
assuré au moyen des trains n> 675 et 
676 entre Capréol et Nakina; 


RELATIVE au Plan définitif pour le 


service de l'Ouest des trains trans-— 


continentaux de voyageurs (octobre 1977); 
et 


RELATIVE au réexamen de la requéte des 
Chemins de fer Nationaux du Canada, 


_conformément au paragraphe 260(8) de la 
Loi sur les chemins de fer. 


Dossier n° 49467.62.1 


", APRES la tenue d'audiences publiques 


présidées par le commissaire J.F. Walter 
a Sioux Lookout, le 4 décembre 1979; & 
Hornepayne, le 6 décembre 1979 et A 
Capreolm le. 7 décembre_19759; .et 


APRES réception du rapport du commissaire 
Walter, dont une copie est présentée a 
I'annexe: A: 


EE COMETE SPAR, UA PRESENTE ORDONNE CE 

QULSUIT.: 

1. Est adopté le rapport du commissaire 
Walter, dans sa forme originale. 


2. La publication simultanée 
duvrapport et de lavpréesente 
ordonnance. 


n 
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ORDER NO. R-30915 


i ffective September 29, 1980, VIA 3. 
Nail Canada Inc. and the Canadian 

National Railways shall discontinue 

(he year-round passenger-train 

service now provided by trains 675 

and 676 between Capreol and Nakina, 
Ontario. 


The Railways shall restore, 4. 
cffective with the summer season of 
1981 on such date as VIA Rail Canada 
Inc. may choose to begin running 
transcontinental trains 3 and 4 
across Northern Ontario to supple- 
ment the year-round service provided 
by transcontinental trains 1 and 2, 
the tri-weekly local passenger-train 
service now being provided by trains 
675 and 676 between Capreol and 
Hornepayne, Ontario, to run during 
the summer season of 1981 and sub- 
sequent summer seasons. 


VIA Rail Canada Inc., not later than Se 
september 1, 1980, shall: 


(a) post a Notice in the form of 
schedule "B" attached to this Order 
in a conspicuous place at each 
station served by the passenger- 
‘rain service and in the passenger- 
carrying cars used in providing the 
nassenger-train service; 


(b) mail or deliver one copy of the 
suid Notice to: 


(1) the Attorney-General of the 
Province of Ontario; 

(11) the Members of Parliament 

and of the Provincial Legis- 

lature of each constituency 

in which the passenger-train 

service is operated; and, 


ORDONNANCE N° R-30915 


VIA Rail Canada Inc. et les Chemins 
de fer Nationaux du Canada devront 
Supprimer, Aa compter du 29 septembre 
1980, le service de trains de voya- 
geurs assuré présentement 4 longueur 
d'année entre Capréol et Nakina 
(Ontario) au moyen des trains n°> 
G7 5nE0.676, 


Les compagnies ferroviaires devront 
rétablir le service de trains de 
voyageurs local assuré actuellement 
trois fois par semaine par les trains 
n~ 675 et 676 entre Capréol et 
Hornepayne (Ontario) A 1'été de 1981 
et pendant les années qui suivront, A 
la date que choisira VIA Rail Canada 
Inc. pour exploiter les trains trans-— 
continentaux n-~ 3 et 4 dans le nord 
de l'Ontario, en vue de compléter le 
service assuré a longueur d'année par 
les trains transcontinentaux n~ 1 
eurzZ. 


VIA Rail Canada Inc. devra, au plus 
tard le 1 septembre 1980: 


a) afficher un avis, sous forme de 
l'annexe B ci-jointe, A un endroit 
bien en évidence dans chaque gare 
desservie par le service de trains 
de voyageurs ainsi que dans les 
voitures utilisées pour assurer ce 
service; 


b) expédier par la poste ou livrer 
une copie dudit avis aux personnes 
suivante: 


i) le procureur général de 
de la province de 1'Ontario; 


11) les députés fédéraux et 
provinciaux de chaque cir- 
conscription desservie; et 
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RAILWAY TRANSPORT COMMITTEE COMITE DES TRANSPORTS PAR CHEMIN DE FER 
ORDER NO. R-30916 ORDONNANCE NO R-30916 
May 29, 1980 Le 29 mai 1980 
IN THE MATTER OF Section 260 of the RELATIVE a l'article 260 de la Loi sur 
Railway Act and the application of les chemins de fer et A la requéte des 
the Canadian National Railways to Chemins de fer Nationaux du Canada en 
discontinue their passenger-train suppression de leur service de trains de 
service comprising of Trains Nos. voyageurs assuré entre Winnipeg et Sioux 
286 and 287 operating between Winnipeg Lookout au moyen des trains n- 286 et 
and Sioux Lookout; 287; 
IN THE MATTER OF Order No. R-22346 io worren., RELATIVE a l'ordonnance n° R-22346 du 
issued February 26, 1976; and Bak - 2526 février 1976; et 
7 en 
IN THE MATTER OF a reconsideration “- , RELATIVE au reexamen de la requéte des 
of the application of the Canadian — “ & Chemins. de fer Nationaux du Canada, en 
National Railways pursuant to ens “i. vertu du paragraphe 260(8) de la Loi sur 
Section 260(8) of the Railway Act. “=. “les chemins de fer. cia 
Me 
File No. 49467.62.1 Dossier n° 49467.62.1 

UPON hearing the matters at public APRES audition de l'affaire lors 
hearings chaired by Commissioner d'audiences publiques présidées par le 
J.F. Walter at Sioux Lookout, commissaire J.F. Walter & Sioux Lookout, 
December 4, 1979; Hornepayne, &3 Hornepayne et 4 Capréol, les 4, 6 et 7 
December 6, 1979, and Capreol, décembre 1979 respectivement; et 


December 7, 1979; and 


a 


UPON receiving the Report of APRES réception du rapport du 
Commissioner Walter, a copy of commissaire Walter, dont une copie 
which is attached as Schedule "A". est présentée a l'annexe A. 
THE COMMITTEE HEREBY ORDERS THAT: LE COMITE PAR LA PRESENTE ORDONNE 
CE? QOUL SULT: 
leathe Report: of Commissioner 1. Est adopté le rapport du commissaire 
Walter is adopted as submitted. Walter dans sa forme originale. 
2, ‘The Report shall be published 2, Que le rapport soit publié a la 
on the same date as the publi- méme date que la présente ordonnance. 


cation of this Order. 


3. VIA Rail Canada Inc. and the 3. Que VIA Rail Canada Inc. et les 
Canadian National Railways shall Chemins de fer Nationaux du Canada 
discontinue the passenger-train cessent d'exploiter, & compter du 
service now provided by mixed 29 septembre 1980, le service de 
treight-passenger trains 286 and voyageurs assuré entre Winnipeg 
287 between Winnipeg, Manitoba (Manitoba) et Sioux Lookout (Ontario), 
and Sioux Lookout, Ontario, au moyen des trains mixtes marchan- 


effective Septerber °9, 1980. dises-voyageurs nO® 286 et 287. 
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ORDER NO. R-30916 


VIA Rail Canada Inc., not later 
han September 1, 1980, shall: 


(a) post a Notice in the form of 
Schedule "B' attached to this 
Order in a conspicuous place at 
each station served by the 
passenger-train service and in 
the passenger-carrying car used 
in providing the Ppassenger-train 
service; 


(b) mail or deliver one copy of 
the said Notice to: 


i) the 
the 
and 


Attorneys-General of 
Provinces of Ontario 
Manitoba; 


the Members of Parliament 
and of the Provincial 
Legislatures of each con- 
stituency in which the 
passenger-train service is 
Operated; and 


ii) 


iii) the Secretary or Clerk of 
each city, town and muni- 
Cipality in which the 
Ppassenger-train service is 
operated; and 


(c) attach to the Notice, a time. 
table or other description of the 
Capreol-Winnipeg and local 
passenger-train services to be 
provided over the Winnipeg-—Sioux 
Lookout route segment effective 
September 29, 1980. 


(signed) 


GE. 


Acting Secretary 
Railway Transport Committee 


ORDONNANCE N° R-30916 


4. Que VIA Rail Canada Inc. et ce} 
au plus tard le 1” septembre 198, 


a) affiche un avis, sous forme de 
l'annexe B ci-joint, 4 un endroit 
bien en vue dans chaque pare degs 
par le service de trains de voyas 


ainsi que dans les voitures util; 
pour assurer ce service; 


b) expédie par la poste ou livre 
copie dudit- avis aux personnes 
suivantes: 


i) le procureur général de 
i'Ontario et du Manitoba 
respectivement; 


les députés fédéraux et 
provinciaux de chaque 
circonscription desservie; 
et 


ii) 


iii) le secrétaire ou preffier 
de chaque ville et munici- 


palité desservie; et 


c) joigne & l'avis un indicateur 
ou toute autre description du 
Service assuré entre Capréol et 
Winnipeg et du service local de 
voyageurs devant étre exploités 
sur le trongon Winnipep-Sioux 
Lookout, 4 compter du 29 septembr 
1980. 


(signature) 


MacDonald 
Secrétaire suppléant 
Comité des transports par chemin de f 


; Canadian Transport Commission canadienne 
Commission des transports 


RAILWAY TRANSPORT COMMITTEE 


ORDER NO. R-31079 ~. 
July 3, 1980 : 


IN THE MATTER OF Order No. R-6751 
of September 19, 1969; 


IN THE MATTER OF the Final Plan for 
Western Transcontinental Passenger-— 
Train Service issued in October, 
1977; and 


IN THE MATTER OF the application by 
VIA Rail Canada Inc. dated June 13, 
1980 to integrate during the off- 
peak period transcontinental Trains 
Nos. 1 and 2 and the passenger-train 
service provided, in co-operation 
with Canadian Pacific Limited, by 
Trains Nos. 185 and 186 between 
Sudbury and White River, Ontario. 


Files Nos. 49893-2-3 
49466.12 


WHEREAS the Railway Transport 
Committee (the Committee) has 
authorized VIA Rail Canada Inc. 
(VIA Rail) to implement a four- 
night, three-day transcontinental 
schedule between Montreal, Toronto 
and Vancouver, effective September 
Z9, 19360; 


WHEREAS VIA Rail has advised that 
the transcontinental schedule to 
take effect September 29, 1980 will 
provide service between Sudbury and 
White River during the day-light 
hours; and 


WHEREAS VIA Rail is of the opinion 
that unnecessary duplication there- 
fore will result in the off-peak 
period between the transcontinental 
service and the service now provided 
by Trains Nos. 185 and 186. 
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ORDONNANCE NO R-31079 


“Le 3 juillet 1980 


s 


RELATIVE & l'ordonnance n° R-6751 du 
19 septembre 1969; 


RELATIVE au plan définitif pour le service 
de l'Ouest des trains transcontinentaux de 
voyageurs rendu en octobre 1977; et 


RELATIVE a la requéte présentée par VIA 

Rail Canada Inc. en date du 13 juin 1980 

en vue d'intégrer durant la saison régu- 
liére, en coopération avec Canadien Pacifigqu 
[imitee, le service assuré par, Les trains 
transcontinentaux n = 4 et 2 et le service 
voyageurs assuré entre Sudbury et White 
River (Ontario) au moyen des trains n 

185 et 186. 


Dossiers ne 49893-2-3 
49466.12 


ATTENDU que le Comité des transports par 
chemin de fer (le Comité) a autorisé VIA 
Rail Canada Inc. (VIA Rail) a mettre en 
application un service transcontinental 
de quatre nuits, trois jours par semaine 
effectuant la liaison Montréal, Toronto 
et Vancouver, Aa compter du 29 septembre 
1980; 


ATTENDU que VIA Rail a informé le Comité 
que le service transcontinental devant 
étre inauguré 4 compter du 29 septembre 
1980 circulera entre Sudbury et White 
River durant le jour; et 


ATTENDU que VIA Rail est d'avis qu'il en 
résultera une duplication inutile, en 
Saison repulvere,, entre le vservice Lrans= 
continenta] et le service actuellement 
assuré au moyen des trains n° 185-et 186. 
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ORDER NO. &-31079 


LT 1S HEREBY? ORDERED WAY: 


1. During off-peak periods, VIA Rail 
Canada Ine. and Canadian Pacific 
Limited (the Railways) shall integrate 
transcontinental Trains Nos. 1 and 2 
and the passenper-train service now 
provided by Trains Nos. 185 and 186 
between Sudbury and White River, 
effective September 29, 1980. 


2. In order to achieve the integration 
reverred to iniClauses 1]. .the Railways 
shall: 


(a) discontinue the passenger=train 
service now provided by Trains Nos. 
185 and 186 between Sudbury and 
White River during the off-peak 
season effective September 29, 
1980; and 


(b) restore, effective with the first 
day of the peak summer season of 
1981, the passenger-train service 
now provided by Trains Nos. 185 
and 186, to be operated during 
the peak summer season of 1981 
and subsequent years. 


3. Should implementation of the 
proposed four-night, three-day trans- 
continental schedule be delayed beyond 
September 29, 1980 date, ‘VIA Rail 

shall continue to operate Trains Nos. 
185 and 186 until such time as the new 
transcontinental schedule is in effect. 


4. VIA Rail shall ensure that, 
efiectave September 2974960. al | 
duties and stops now performed by 
Trains Nos. 185 and 186 are performed 
adequately by: transcontinental Trains 
Nos Avland.2, and) thefaddataonuof 
these duties and stops does not 
adversely affect the on-time perfor- 
mance of Trains Nos. 1 and 2 or result 
in inconvenient arrival or departure 
times at major cities such as Thunder 
Bay and Sudbury. 


Nw 


ORDONNANCE N° R-31079 


IL EST PAR LA PRESENTE ORDONNE CE QUI SUIT: 


1. VIA Rail Canada Inc. et Canadien 
Pacifique Limitée (les compagnies ferro- 
viaires) devront intégrer, durant la 
saison réguliére, le service assuré par 
les trains transcontinentaux n Pe tac 

et le service voyageurs actuellement 
assuré entre Sudbury et White River au 
moyen des trains n°> 185 et 186, 4 compter 
du 29 septembre 1980. 


2. Afin d'accomplir la fusion mentionnée 
a l'article 1, les compagnies ferroviaires 
devront: 


a) supprimer le service voyageurs actuel- 
lement assuré au moyen des trains n 
185 et 186 entre Sudbury et White 
River exploité durant la saison 
réguliére 4 compter du 29 septembre 
1980; et 


b) rétablir, a compter du premier jour de 
pointe de 1'été 1981, le service 
voyageurs actuellement assuré au moyen 
des trains n°> 185 et 186, devant étre 
exploité durant la saison de pointe 
d'été 1981 et les années suivantes. 


3. Au cas ol la mise en application du 
service transcontinental projeté de quatre 
nuits, trois jours par semaine devait étre 
retardé au-dela du 29 septembre 1980, VIA 
Rail devra continuer a4 exploiter les trains 
n 185 et 186 jusqu'a ce que le nouveau 
service transcontinental soit établi. 


4. VIA Rail devra s'assurer, qu’a compter 
du 29 septembre 1980, les fonctions et les 
arréts exécutés par les trains n 185 et 
186 sont effectués efficacement par les 
trains transcontinentaux n” 1 et 2 et que 
l'adjonction de ceux-ci n‘influera pas sur 
le rendement des trains n.1 et 2 oujne 
résultera pas en des temps d'arrivée et de 
départ inopportuns a des villes importantes 
telles que Thunder Bay et Sudbury. 
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Ontario Task Force on Provincial Rail Policy July 1980 


IB! Group 
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COMPETITION IN RAIL TRANSPORTATION 


A REPORT TO THE ONTARIO TASK FORCE 
ON PROVINCIAL RAIL POLICY 


July, 1980 IBI Group 
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Group 


156 Front Street West 
6th Floor 

Toronto, Canada 
M5J 2L6 


July 30, 1980 (416) 596-1930 


Mr. David S. Barrows 

Director 

Policy and Priorities Division 
Ministry of Industry and Tourism 
900 Bay Street 

Hearst Block 

Queen's Park 

Toronto, Ontario 

M7A 2E6 


Dear Mr. Barrows: 
Competition in Rail Transportation 


In accordance with our letter of proposal dated June 15, 1980 and the 
subsequent agreement between the Ministry of Industry and Tourism and IBI 
Group, dated July 11, 1980, we are pleased to submit our report on the 
above project. 


The report is divided into five chapters, dealing respectively with the 
following topics: 


1. Differences in the levels of government financial support 
for the various transportation modes; 


2. Competition between railway companies in Ontario; 


3% Intermodal competition in providing passenger transportation 
in Ontario; 


4. Intermodal competition in providing freight transportation in 
Ontario; 


5. Public policy options. 


The body of the report is followed. by a substantial appendix which contains 
supporting tables, graphs and text. In accordance with the agreement, and 
because of the limited time available to complete the report, it is based 
almost entirely upon previously published material, augmented by the authors' 
opinions regarding the existing situation regarding competition in rail 
transportation and possible policy options for the Province in this area. 


IBI is a group of companies practicing professional consulting and is affiliated with 
Beinhaker/Inwin Associates Architects, Engineers 
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This letter constitutes an executive summary of our findings and conclusions. 


Analysis by Dr. Zis Haritos of Transport Canada shows that deficits as a 
percentage of total cost for rail, marine, air and road in 1973 were 26, 22, 


16 and 6 percent respectively, with the deficit being made up by government 
Subsidies. 


For passenger transport, levels of Subsidy per passenger mile over the period 
1970-74 were in the range 3¢-11.1¢ for rail, 2.0¢-2.6¢ for air, 0.6¢ for the 
private automobile, and essentially zero for bus. Such a comparison, when 
coupled with the complaint by bus operators that "predatory" rail pricing is 
forcing them to lose money on competing runs, raises the issue of whether it 
would not be more cost-effective to raise passenger rail fares, thereby 
reflecting somewhat more realistically the cost of providing rail service, 
reducing somewhat the rail passenger Subsidy required from the taxpayer and 
allowing bus operators to remain profitable while charging competitive rates 
on such routes. 


Trucks have a relative advantage over railways in that their infrastructure 
is provided by the government. Various Studies have indicated that road 
users do not pay the full costs of the road System but results are incon- 
Clusive as to whether trucks pay their proportionate share of these user 
costs. In either case, truck carriers do have an advantage over railways, 
especially when it is noted that railway fuel is taxed but railways receive 


relatively few services from the Provincial Government which receives the 
tax. 


The issue of whether or not users should be paying a larger share of transport 
costs, with a smaller share coming from government funds, has been of substantial 
concern during the past several decades. There has been a trend toward higher 
user charges during the past two decades, as evidenced by virtual deregulation 
of rail freight rates in 1967, and substantial increases in airport user 
charges and St. Lawrence Seaway tolls during the past few years. The thrust of 
the recent Federal Transportation Policy Review, as published in 1975, was that 
users should pay 100% of the costs in "mature" (commercially viable) transport- 
ation situations and government should continue to provide financial support 

in "developing" situations. The latter were defined as corridors/situations 

in which transport services are essential or desirable but traffic densities 
are not sufficient to support commercially viable services. The long distances 
and harsh terrain encountered in many parts of Canada have required such an 
approach in the past and will continue to do so undoubtedly in the future. 

The question arises, however, whether continuing subsidies to transportation 

in the more densely settled parts of Canada, as documented in this report, 

are justified. 


The Government of Ontario may wish to consider Studying certain aspects of 
this question in more detail, for example rail passenger subsidies as noted 
above, rail and trucking subsidies for Shipments from the Maritime Provinces 
and federal road strengthening/improvement programs for the Maritime and 
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Prairie regions, to determine whether it wishes to take a position with the 
Federal Government regarding possible changes in these subsidy levels or 
introduction of similar subsidies which would be of more direct benefit to 
Ontario, for example in Northern Ontario. 


INTRA-RAIL COMPETITION 


Review of an Ontario railway map shows clearly that, while most major commu- 
nities in Southern Ontario are served by both CN and CP, most communities/ 
shippers in Northern Ontario are served by only one railway. The situation, 
particularly in Southern Ontario, is complicated by the fact that a shipper 
cannot negotiate rates with a second railway unless it is within four miles 
of the “interswitching point" between the railway providing direct service 
and the second railway. The Government of Ontario may wish to consider 
taking a position that this “interswitching distance" should be increased 
substantially, thus enabling more shippers to negotiate.directly with two 
railways. 


A second limitation on intra-rail competition is the 30% customs tariff applied 
to shipments between two points in Canada over rail lines in the U.S.A. Con- 
sideration could be given to enabling the Canadian Transport Commission to 
waive this customs tariff, partially or completely, in cases of special public 
interest. 


Government may also wish to take a position on a policy which would require 
the railways to quote joint rates over the most direct routes rather than 
allowing a carrier to quote rates over a more circuitous route which is 
"reasonable and practicable". Legislative provisions (Section 279 of the 
Railway Act) also give railways in Canada the right to agree upon and charge 
common rates which also reduces rate competition. 


While the above legislative and regulatory conditions work to reduce intra- 
rail competition, shippers do put a value on intra-rail competition, particu- 
larly in terms of service levels. For example, a 1978 CTC report by McLaughlin 
reports that slightly less than one-third of shippers in Ontario's mining and 
forestry industry reported strong rail-rail competition on service quality, 
while just over one-quarter reported strong price competition. In both cases, 
rail-rail competition was perceived to be much weaker than either truck-truck 
or rail-truck competition. 


Market competition is also a pervasive factor which limits the rates charged 
by railways to "captive shippers"; if the rates are set too high, the 
product will not be able to compete in the market place with the same product 
from other sources, the traffic will not move, and the railway as well as the 
producer will lose business. Market competition is seen as being more effec- 
tive in many instances than intra-rail competition. 


There is virtually no objective evidence in the existing literature regarding 
the extent to which shippers served by only one railway are actually paying 
higher rail rates or receiving poorer service than those served by two or 

more railways. Because of the complexity of rail rates, and the factors that 
influence them, it would be very difficult to measure these effects objectively. 
It seems likely that, while individual anomalies undoubtedly exist, the forces 
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of market and intermodal competition are sufficient to protect most shippers 
from abuse of this type. A common perception is that shippers in large cities 
have greater choice and therefore more "muscle" with which to negotiate with 
the railways. Shippers in more remote locations, served by only one railway, 
are seen as being more vulnerable. The policy initiatives noted above in 

this section could help to reduce this vulnerability. 


INTERMODAL COMPETITION IN 
PASSENGER TRANSPORTATION 


The three public modes, rail, air and bus, are reasonably competitive for 
trips within the 200-500 mile range; for longer trips air has a clear 
advantage; for shorter trips bus and rail have the advantage. The dominant 
mode for trips at least up to 500 miles is the private automobile, which 
carries about 64% of the total market between Toronto and six urban areas 
(Windsor, London, Sudbury, North Bay, Ottawa, Montreal) and substantial 
percentages for shorter intercity trips. 


The modal shares for the six city pairs referred to above reflect the level 
of service provided by each mode which is, in turn, influenced by traffic 
densities and the existence of suitable transportation infrastructure. For 
example, Ottawa, Sudbury and Windsor are about equidistant from Toronto 
(240 miles), yet the modal shares between them and Toronto are quite different: 
Ottawa has the highest proportion of air travel and the lowest by rail, 
reflecting in part the high level of air service and the relatively low level 
of train service. Windsor, which has the lowest level of air service of the 
three cities, also has the lowest proportion of travel by that mode and the 
highest proportion of rail and auto travel. The three cities along the 
Montreal-Windsor corridor, which have good rail service, (Montreal, London, 
Windsor) have the highest proportion of rail travel (17, 11 and 11 percent, 
respectively) and the lowest proportion of bus travel (5, 5 and 4 percent, 
respectively). 


Generally speaking, the most widespread of the public modes, in terms of 
coverage, is bus, followed by rail, followed in turn by air. Of the 26 major 
Ontario communities included in an analysis by Transport Canada (1972) all 
had access to at least two modes, and 14 had service by the three public 
modes. 


Except in the extreme northern areas, competition among the three public modes 
is intense in terms of both service levels and fares. The people of Ontario 
are, aS a consequence, generally well served in terms of intercity passenger 
transportation. Evidence is presented in the report which indicates that, 
while air fares have risen to keep pace with increasing Operating costs, rail 
fares have risen more Slowly, drawing upon public financing of increasing 
deficits. As a result, bus companies have been forced to restrict fare 
increases in order to remain competitive, resulting in a cost-revenue Squeeze 
for the bus mode which is not subsidized from the public purse. 


This is a situation which the Province of Ontario should watch carefully, in 
terms of establishing policy and taking a position with relevant federal 
agencies. It is clearly in Ontario's interest to maintain and improve 
services by all three public modes, to the extent that they can be justified 
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based on travel volumes; in the face of rising fuel prices and possible 
fuel shortages, this is particularly true for the bus and rail modes which 
are generally more energy efficient for the vehicle occupancies and trip 
lengths experienced in southern Ontario. Of these two modes, bus is the 
more widespread in terms of coverage, and would therefore be looked to 
more strongly in the event of significant fuel shortages affecting the 
use of private automobiles. It is clearly not in the interests of the 
Province to allow the intercity bus industry to be hurt at this time by 
undue price competition financed from the public purse, and more detailed 
study of this situation would appear warranted. The rail passenger mode 
is also extremely important in this context, but is limited by the avail- 
able intrastructure to fewer corridors. As noted earlier, it is possible 
that modest increases in rail fares would reduce the financial pressure 
on bus companies, while allowing rail to maintain a substantial market 
share in the corridors which it now serves well. 


INTERMODAL COMPETITION IN 
FREIGHT COMPETITION 


There is substantial evidence, presented in this report and others, that 
intermodal competition for freight traffic is a pervasive force affecting 
most commodity movement in the Province. This is particularly true in terms 
of competition between rail and truck: the truck mode has captured increasing 
shares of manufactured and higher value commodities in the decades since the 
second world war, owing largely to its door to door flexibility and lower 
transit times, in spite of significantly higher rates. The rail mode has 
responded by introducing containerization and piggyback services which have 
stabilized the situation for such commodities and may reverse the trend if 
substantially higher fuel costs force proportionately greater freight 
increases by truckers. 


Effective intermodal competition does not exist for shipments of major bulk 
commodities such as grain, coal, iron ore and forest products. Nevertheless, 
rates for bulk commodities showed a considerable decrease over the period from 
1959 to 1974. This almost certainly reflects the impact of market competition 
combined with the productivity improvements achieved by the railways over this 
period. 


Within Ontario, intermodal competition appears to be weakest in Northern 
Ontario. A 1975 survey by the Ontario MTC showed that shippers in North 
Western Ontario rely relatively heavily on private truck and rail for inbound 
and outbound shipments, owing to the relative lack of for-hire trucking 
services in these areas. In a 1978 MTC survey, this area had the highest 
rate of complaints by shippers about rail rates and service. While there 
are no data to show directly the impact of the lack of inter- and intra-modal 
competition on the service levels and rates experienced by such shippers, a 
number of sources record the perception of many northerners that the railway 
companies take unfair advantage of their position, both in terms of rates 
and services. On the other hand, the 1978 survey by McLaughlin mentioned 
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earlier, showed 67 percent of its respondents in the Ontario mining and 
forestry industries reporting strong rail-truck competition on service 
quality and 62 percent reporting strong price competition. Further study 
would be required to determine objectively whether shippers pay more or 
experience lower service levels in cases where less competition prevails. 


PUBLIC POLICY OPTIONS 


As illustrated in Exhibit A, eleven policy options in the field of rail 
transportation are described and briefly assessed in the report as a possible 
means of addressing a number of the problems outlined in earlier sections of 
the report. 


Of these, six of the policy options are considered to be unwarranted in terms 
of the likely benefits relative to costs, and four are Suggested for further 
consideration. The five retained options, using the numbering system of 
Exhibit A, are as follows: 


38 Improved Rate Appeal Procedures 

6. Provincial Position on Branch Lines 
7. Land Banking of Railway Rights-of-Way 
10. Passenger Service Pricing 
11. Promotion of Intra-Rail Competition. 


The reasons for suggesting these policy options are discussed briefly below. 


Improved Rate 


Appeal Procedures 


While an appeal procedure exists now for shippers who are considered "captive" 
to the railway mode, it is rarely used, partly because of the difficulty of 
proving "captivity" and partly because of ‘the time and cost involved in the 
appeal process. While, as noted in this report, we are strongly in favour of 
continuing rate-setting freedom by the railways, it is important that individual 
shippers not be subjected to gross inequities which may result from lack of 
transport competition or other factors. It would seem that a Simpler appeal 
process could be devised which would allow captive shippers to state their case. 
While appeals could continue to be made to the Canadian Transport Commission, 
the Province may wish to consider in more detail various types of improved 
appeal processes, with the intent of Suggesting to the CTC that it adopt a 

more equitable rate appeal procedure. 


Provincial Position 
on Branch Lines 


While it would not appear cost-effective for the Province to start paying 
Subsidies to retain rail branch lines, it is suggested in this report that 
the provincial interest may not be well served by certain line abandonments , 
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bearing in mind anticipated energy Shortages and the need to retain a viable 
transportation network. For this reason, it would be desirable that the 
Province carry out a systematic assessment of relevant branch lines which 
may be subject to abandonment hearings during the coming decade, to develop 
a position from the provincial perspective as to whether or not each line 
Should be abandoned. 


Land Banking of 
Railway Rights-of-Way 


In some cases it may be determined that a line should be retained, in which 
case the Province would presumably intervene at the. relevant CTC hearing to 
this end. If the intervention is not successful, however, the option of 

land banking of the rail right-of-way by the Province would appear to be an 
interesting policy option. Acquisition of the right-of-way should be possible 
at relatively low cost, and its retention by the Province would avoid its loss, 
such that the right-of-way could be reactivated if necessary at a later time 
for rail or other transportation purposes. 


We therefore recommend that the Province consider carrying out a systematic 
assessment of relevant rail branch lines and assess the possibility of setting 
up a land banking program for retaining the rights-of-way of abandoned rail 
lines. 


Passenger Service Pricing 


As noted in this report, there is evidence suggesting that fare increases at 
less than the rate of cost inflation by the passenaer rail mode, enabled by 
Substantial public subsidies to keep fares low, have placed the intercity 

bus mode in a cost-revenue squeeze by forcing it to maintain artificially low 
fares in order to remain competitive. Since the bus mode receives no direct 
subsidies and, on the evidence available, pays enough road user taxes to 
cover its share of building/maintaining highways, this would appear to be 
inequitable. It is also a cause of potential concern to the Province if 1 
should mean that intercity bus services would be reduced. This would be 
particularly counter-productive at this time in our history, when anticipated 
fuel shortfalls and price increases may require substantial upgrading of the 
public transportation modes. 


For these reasons, we suggest that the Province should investigate in more 
detail the extent to which low rail fares are financially hurting the bus 
companies and the extent to which increases in rail passenger fares would be 
required to remove this problem. This study should include an assessment of 
the extent to which such rail fare increases, which would presumably be 
followed by commensurate bus fare increases, might affect the modal market 
Shares for intercity passenger transport, under various fuel price scenarios. 
Based upon the findinas of such a study, the Province would be armed with the 
necessary facts to take a position with the Canadian Transport Commission 
regarding lower limits on rail fares and their rates of increase. in the 
interests of maintainina the viability of the overall] intercity passenger 
transport system. 
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Promotion of 
Intra-Rail Competition 


As noted earlier, the existing interswitching distance of four miles, which 
has been in existance for over 70 years, effectively precludes many shippers 
from being able to negotiate with more than one railway in terms of rates and 
service. A number of authors have suggested that the interswitching distance 
should be increased, to allow more effective intra-rail competition, and we 
Support this suggestion. 


It is therefore recommended that the Province carry out a more detailed assess- 
ment of the numbers of shippers who would have access to more than one railway 
under various alternatives in terms of an increased interswitching distance. 
Such an assessment might be carried out for one part of the Province, for 
example, Metropolitan Toronto. Based upon the findings of this assessment, 

a decision could be made as to whether to take a posttion with the CTC regarding 
a change. in the switching distance. 


Another issue affecting intra-rail competition is the 30 percent customs 
tariff on goods carried by a competing U.S. railway between two points in 
Canada. While we are generally in favour of this regulation, as a means of 
maintaining the viability of Canadian railways, there may be specific 
instances in which the regulation should be relaxed in order to increase 

the level of intra-rail competition and provide greater service/rate choices 
to affected Canadian shippers. 


We suggest that a small number of specific instances where this might be the 
case in Southern Ontario should be investigated in more detail, to determine 
whether a policy position on this matter should be taken in discussions with 
the Federal Government. 


The subject of competition in rail transportation is a complex one which has 
been addressed at considerable length by many studies and reports. Of 
necessity, this report has been able only to touch on the major issues, 
drawing upon existing information sources. It is hoped that our findings 
and recommendations. as summarized above, will be of use to the Government 
of Ontario in its assessment of provincial rail policy options. 


Yours sincerely 


IBI GROUP 
y LG, Kit bor 


Neal A. Irwin Lee S. Sims 
Managing Director. Director 
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[ - TRANSPORT SUBSIDIES 


OVERVIEW 


Federal, provincial and municipal governments all contribute toward 
the financing of transport services and infrastructure. The federal role in- 
cludes resonsibility for construction of airports, air navigation facilities 
and major ports, and the payment of direct subsidies to rail, road, water and 
air modes of transport. Provincial and municipal involvement extends mainly to 
the provision of highways and urban roads, urban transportation, local airports, 


and intra-provincial ferry services. 


The most extensive work on subsidies is contained in reports by 
Dr. Z. Haritos of the Canadian Transport Commission and Transport Canada (1973, 
1980). Haritos presents two comparisons of transportation costs and revenues 
for the various transportation modes. Exhibit 1 shows the first comparison, 
which is based on total costs and revenues (i.e. vehicles plus infrastructure). 
Costs include current costs (operation, maintenance and administration) and capi- 
tal costs (depreciation and cost of Capital). The deficits as a percentage of 
total costs for air, marine, road and rail in 1973 were 16, 22, 6 and 26 per- 


cent respectively. 


The second intermodal comparison in Exhibit 2 is restricted to infra- 
Structure costs and revenues. Rail is not included in this comparison because 
total rail revenues cannot easily be separated into infrastructure revenues 
and vehicle revenues. The amount by which costs exceed revenues represents 
the level of indirect subsidy for each mode. User-derived revenues, as a per- 


centage of infrastructure costs, increased over the 1968-1975 period for the 
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EXHIBIT 2 


ANNUAL TRANSPORT INFRASTRUCTURE COSTS AND REVENUES* 


(millions of 1975 constant dollars) 


AIR 


Annual Costs 


Annual Revenues 


Annual Indirect Subsidy 


Percentage Cost Recovery 


MARINE 


Annual Costs 


Annual Revenues 


Annual Indirect Subsidy 


Percentage Cost Recovery 


ROAD 


Annual Costs 


Annual Revenues 


Annual Indirect Subsidy 


Percentage Cost Recovery 


Source: Transport Canada, Transportation Subsidies, June, 1980. 


*These subsidy data are in the process of being updated further by 
Transport Canada and additional information will soon be available. 
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EXHIBIT 3 


DIRECT TRANSPORTATION SUBSIDIES AND 
PAYMENTS BY THE FEDERAL GOVERNMENT 


1974/75 1978/79 


SS eee , ee ——— ————_ 


RAIL 


| Passenger 


| Freight 


| Railway Grade Crossing Fund 


| Total Rail 


| ROAD 


| Total Road 


| MARINE 


| Total Marine 


IR 


Total Air 


| URBAN GRANTS AND 
| CONTRIBUTIONS 


ADMINISTRATION GRANTS 


| TOTAL SUBSIDIES AND PAYMENTS 61752 633.6 65 hiz2 695.55 878.1 


*Includes contract payments to VIA Rail as well as subsidies to CN and CP. In all 
cases the amount of subsidy in each year reflects payments and is not in respect 
of actual losses in that particular year. 


Source: Transport Canada, Transportation Subsidies, June 1980. 
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air mode but decreased for the road and marine medes. Nevertheless, road cost 
recovery was still the highest of the three modes (59¢ of every dollar spent in 
1975). In absolute terms, road received the highest indirect subsidy ($1991 


million in 1975), followed by marine ($559 million) and air ($324 million). 


The 1980 Transport Canada report provides information on the direct 
transportation subsidies and payments by the federal government from 1974/75 


to 1978/79. Exhibit 3 summarizes these data by mode. 


Aside from indirect subsidies to the road mode through provision of 
infrastructure, the Ontario Government subsidizes air, rail and marine services 
directly. The Province made Payments to the Ontario Northland Transportation 
Commission (ONTC) for the operation of NorOntair, the Cochrane-Moosonee branch 
rail line, main line Passenger service and the Mooscnee ferry. Subsidies to 
ONTC for 1975-1978 are shown in Exhibit 4. In addition to these subsidies, the 
Ministry of Transportation and Communications pays the entire cost of various 
other ferry services which it operates in Ontario. The cost in the year ending 
March, 1979, which includes direct operating costs and infrastructure costs, 


was about $2 million. 
PASSENGER TRANSPORT 


For passenger transport, levels of subsidy per passenger mile have 
been estimated for the air, rail and road modes. Over the period 1970 to 1974, 
subsidies to rail passenger services nationally ranged from 3.0¢ per passenger- 
mile to as high as 11.1¢. In 1974, the subsidy to both CN and CP was about 
8.5¢ per Passenger-mile. Passenger services in the Quebec-Windsor corridor lost 


from 8.2 - 52.4¢ per Ppassenger-mile, with the Overall‘ average being 12.0¢. 
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EXHIBIT 4 
PROVINCIAL SUBSIDIES TO ONTARIO NORTHLAND 
TRANSPORTATION COMMISSION FOR TRANSPORTATION SERVICES 


1975 1976 1977 1978 
($ millions current dollars) 


Cochrane-Moosonee Branch Line 218 Le “20 os5 
Main Line Passenger Train Dal ore aac eee 
Northl ander - - o20 S40 
NorOntair Act 129) 1.4 0.8 
Moosonee Ferry - - 0.06 0.05 


Source: Ontario Northland Transportation Commission, Annual Reports 
Wwe lOO5 0197701978; 
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Data for 1970-1973 shows that air travellers were subsidized from 
2.01 to 2.59¢ per passenger-mile in current dollars, and from 1.92 to 2.59¢ 


in constant dollars (1971). 


Using 1972 data, Transport Canada reported in 1975 that the private 
auto was subsidized 0.63¢ per passenger-mile and the bus passenger was subsi- 


dized very little, if atcalic 


Thus the range of subsidies to passenger transportation is quite wide, 
with rail and bus at the two Bina. The large difference between the subsidy 
levels suggests some extreme comparisons. For example, the loss per passenger- 
mile on the Montreal-Ottawa train service in 1977 was 28.4 cents. At a dis- 
tance of about 110 mites between the two cities, this means the total loss per 
through passenger averaged $31.24. Since there is virtually no subsidy for bus 
travel, it would have been cheaper for the federal government to give rail pas- 
senger free bus tickets ($12.85 return in July, 1977) than to cover the loss on 


the rail service. 


Such a comparison, when coupled with the complaint by bus operators 
that "predatory" rail pricing is forcing them to lose money on competing runs, 
raises the issue of whether it would not be more cost-effective to raise the 
rail fares substantially, thereby reflecting somewhat more realistically the 
cost of providing rail service, reducing somewhat the rail passenger subsidy 
required from the taxpayer:and allowing the bus operators to remain profitable 
while charging competitive rates on such routes. This issue is addressed again 


in the final section of this report. 
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FREIGHT TRANSPORT 


Federal subsidies to rail freight transportation are shown in Exhibit 
3 as $240.1 million in 1978/79. This total includes subsidies and payments far: 
unprotected branch lines; guaranteed branch lines; the At and East subsidy; the 
Maritime Freight Rates Act subsidy; and Transport Canada grants and contributions 
to the railways for revenue lost as a result of the railway rate freeze. The 
At and East subsidy and the Maritime Freight Rates Act subsidy totalled $60.1 
million in 1978/79. The former subsidizes rates on the shipment of grain to 
Maritime ports and the latter subsidizes rates on westbound and intra-Maritime 


shipments. 


The two major components of the subsidy to marine transport are for 
ferry and coastal services on the west and east coasts of Canada; subsidies in 
1978/79 were $20.9 million to west coast services, and $117.7 million to east 
coast services. These amounts should be divided among passenger and freight 


transport, but it appears that no one has attempted this allocation. 


The federal government also subsidizes shipments of freight by truck. 
The Atlantic Region Freight Assistance Act extends to trucking the same Sub- 
sidies as are given to rail for westbound and intra-Maritime shipments. The 
level of subsidy under this Act was $41.3 million in 1978/79. The remainder 
of the federal subsidy to road ($94.1 million) is for road strengthening and 
improvement programs in the Maritimes and the Prairie provinces and thus to 


some extent is an indirect subsidy to freight transport by road. 


1226 


WORKING PAPERS 


There appears to be disagreement between the two analyses located 
which discuss the extent to which truck transport of freight receives an 
indirect subsidy through the provision of infrastructure. In 1967 the Ontario 
Select Committee on Taxation reached the conclusion that "... the present 
revenue structure in Ontario tends to charge passenger vehicle and light truck 
owners less than the road costs they occasion, while the owners of heavy 


trucks and buses are more than meeting their cost responsibility." 


A 1973 study by Haritos, using 1968 data, concluded that while buses 
paid more than their economically efficient share of road costs, passenger 
cars and trucks paid less than their efficient share. There are several 
differences in the assumptions underlying the two analyses which account for 
the different conclusion regarding trucks. One key assumption by the Select 
Committee is that road users should only have to cover 65 to 75 percent of 
road costs, owing to the fact that non-users receive benefits from the road 


system. Haritos' analysis allocates total road costs to users only. 


The results of both studies indicate, however, that the trucking industry 
does not pay its proportionate share of the cost of providing road infra- 
structure, whether it is justifiable or not, in contrast to the rail system 
which, except for the exceptions noted above does. In addition both trucking 
companies and rail carriers pay fuel taxes (at different rates) but in 
return truckers are provided with road facilities, partly out of the proceaae 


of these taxes; the benefits received by railways from these taxes are 


harder to determine. 
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II - INTRA-RAILWAY COMPETITION 


LITERATURE REVIEWED 


Three sources which examine the nature of competition between the 
railways in freight movement have been reviewed. A 1977 monograph and two 
papers (1979, 1980) by Heaver and Nelson and some recent analysis by the 
Canadian Transport Commission examine this issue in depth. Another CTC 
report (McLaughlin, 1978) provides some insight into the view of bulk freight 
shippers on competition between the railways. The major findings and con- 
clusions of all three sources are reviewed in some detail in the Appendix, 


and are summarized here. 


FINDINGS 


Heaver and Nelson conclude that there is actually considerable 
competition between the railways, though the emphasis is more on service 
competition than rate competition. The complaints voiced by shippers 
dependent on only one railway are, in a reciprocal sense, evidence of the 
merits of two or more railways. Intramodal competition extends over the 
border with American railroads, adding competitive alternatives for shippers 


in a number of instances. 


They cite four constraints on competition between the railways, two 
legislative and two regulatory. Section 279 of the Railway Act gives the 
railywas in Canada the right to agree upon and charge common rates, which 
allows for and, indeed, even suggests the likelihood of reduced rate 


competition. Section 382 of the Act, which subjects goods carried by rail 
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between points in Canada over lines in the U.S.A. under combination rates, 
as opposed to joint rates, to a 30% customs tariff, reduces the probability 


of American lines competing with Canadian lines. 


The regulatory constraints on competition are interswitching limits 


and rates and the setting of through routes and joint rates. 


Heaver and Nelson define interswitching as "... the movement of car- 
load freight by the terminal carrier between the point of loading or unloading 
on such terminal carrier's tracks and the point of interchange with the line- 
haul carrier". The current interswitching rates and regulations* apply only 
within four miles of an interchange point, a limit which was set in 1907. The 
rates themselves have been changed only once since 1918 when a 50 percent in- 
crease was granted in 1951. Overall, the authors conclude that the inter- 
Switching rates and regulations are "no longer consistent with the efficient 
working of a competitive rail system". They compel the railways to provide 
a service at an unremunerative rate, and the distance limit of four miles 


leaves many shippers with access to only one railway, even in urban areas 


which are served by both CN and CP. 


The most direct rail route between two points often involves two or 
more rail carriers. Shippers have sought to have the railways forced to quote 
joint rates over the most direct routes in order to obtain the lowest overall 
rates. The position of the Board of Transport Commissioners has been +h — 
one carrier has a route over its own rails, which is "reason...e and practi- 


cable", joint tariffs are not required. This has meant that in some cases 


eee Ae MM PR 
*Given in General Order T-12 issued by the Board of Transport Commissioners 
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discriminatory pricing has been allowed. For example, a shipper in Vancouver 
restricted to the CN may pay more for a shipment to Calgary than a shipper 
with access to the CP, even if the former shipper is closer to Calgary as 
measured along a direct route. CN's route to Calgary via Edmonton is regarded 
as being "reasonable and practicable". In Northern Ontario shippers sending 
goods to northern U.S. markets must pay a rate based on a circular route 
through Toronto instead of for a much shorter route via Fort Francis or Sault 


Ste Marie. 


Heaver and Nelson conclude that the railways’ practice of agreeing 
upon and charging common rates, as allowed under Section 279 of the Railway 
Act, does not eliminate all competitive rivalry between the railways. They note 
that rail-rail rate competition may be difficult to observe, since any rate riv- 
alry takes place in the confidential discussions of the railways, rather than 
in the public arena of published rate schedules. The authors suggest that the 
effects of some restrictions on the railways’ common rate-making practices be 
investigated, since the results of more open rate competition are far less likely 


to become ruinous today than in the past.* 


The 30 percent customs duty on goods moving between points in Canada 
over lines in the U.S.A. under combination rates serverely restricts competition 
between Canadian and American railways, although there are some cases in which 
Canadian rates can be explained by the influence of competitive rates in the U.S.A. 
In the case of the movement of canned goods from the Niagara peninsula, where 
American railways are present, the canned goods rates on American carriers 


influenced the Canadian rates into points close to the border. The difference 


* The reason for this is that Canadian and American railways operate their mainline 


systems at levels far closer to full utilization than in earlier times, with the 
result that the gap between marginal and average costs has been significantly 


lessened. 
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between rates on movements from Eastern Canada to Calgary and to Edmonton 
can be explained in terms of the competitive influence of American rail 
carriers plus trucking from Montana to Calgary. The same competitive 
influence does not extend as far as Edmonton, and the rail rates to that 
city are consequently higher. Heaver and Nelson Suggest that the Canadian 
Transport Commission be given some power to waive the 30% tariff if this 


were found to be in the public interest. 


The recent analysis by the CTC concludes that rate and service 
competition between the railways in Canada is limited, and cites the four 
mile interswitching limit and the railways' common rate-making as the major 
constraints. Like Heaver and Nelson, the analysis also concludes that the 
‘potential for service competition is greater than for rate competition. 
Nevertheless, both market* and intermodal competition have largely prevented 
either railway from acting individually as an effective monopoly or together 
as a duopoly. The analysis concludes that removal of Section 279 of the 
Railway Act may benefit some shippers only at the expense of others and may 


do little in the way of increasing competition. 


The growth over the last decade in the proportion of railway 
traffic shipped by resource industries means that a greater proportion of 
railway traffic is traffic which has access to only one carrier and hence 


is not subject to intra-modal rail competition. 


The 1978 CTC report by McLaughlin summarizes the perception of 
shippers in Ontario's mining and forestry industries on the existence of price 
and service quality competition between the railways. Slightly less than one- 


third of the shippers reported strong rail-rail competition on service quality, 


*Market competition is the constraint placed on the value of trans j j 
ade portation servi 
by competition between alternate sources of supply of a commodity, or between a . 
commodity and substitute commodities. 
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EXHIBIT 5 


RAIL SERVICE IN ONTARIO TOWNS AND CITIES 


2,000 pop. 


Region 


Eastern 
Central 
Southwestern 
Northeastern 


Northwestern 
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TO: 


while just over one-quarter reported strong price competition. In both cases 
rail-rail competition was perceived to be much weaker than either truck-truck 


or rail-truck competition. 


Exhibit 5, opposite, shows the number of towns and cities with a 
population of more than 2,000 in 1976 in Ontario served by tOehee ge onan 
railways. In Eastern, Central, and Southwestern Ontario about as many cities 
are served by two railways as are served by only one. In Northern Ontario, 
however, most communities have service by only one rail carrier. There are 
only five towns or cities greater than 2,000 population which have no rail 


service, and six which are served by more than two carriers. 


SUMMARY 


None of the reports reviewed addresses directly the question of 
whether or not shippers with access to only one railway are faced with generally 
higher rates or worse service than with access to more than one railway. The 
conclusion that the four mile interswitching limit is too restrictive does imply, 
however, that shippers benefit in some way from having access to two or more 
railways. In the absence of changes in the current common rate-making procedures 


this benefit would probably be mainly in the form of greater service competition. 


Market competition is independent of the number of railways serving 
a shipper, and thus where it occurs the rates charged the shipper who is captive 
to one railway may be constrained at a level no higher than those charged shippers 
with competitive alternatives. The extent to which this is the case in Ontario 


cannot be determined from current published reports. 
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The negotiation and determination of railway rates is a very complex 
process involving, on both sides, such influences as intramodal competition, 
intermodal competition, market competition, volumes, seasonal patterns, and 
other considerations. A definitive study to determine the extent to which any 
one of these considerations influences railway rates would be a difficult and 
complex undertaking. None of the studies reviewed in the course of this 
project explicitly answer this question. Interviews with shipper representatives 
indicates that-they thought all of the factors listed above are perceived to 
have an effect but the relative magnitude of each is not known. Intra-rail 
competition, however, was seen as having some impact on rail rates with perhaps 


more impact on the level of service provided. 
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EXHIBIT 6 


1972 PURLIC TRANSPORT MONAL FREQUENCY 


5 


/----BUS---/ /---RAIL---/ /---=AIR---/ /-ALL MODES/ 
NODE POP'N. OUT IN TOT QUT IN TOT GUT IN TOT .ouT TNevad 
34 CORNWALL 472416") . CBU98) 3OGuM esto 4enne4 0 - 0 © 240 1460 2480 
35 OTTAWA/HULL 602510 §3659365 730 92° 85 177 250 262 S12 707 7lerale 
36 RROCKVILLE ~197650.4, 67s. 67.134... 63. 63.126 | 0) 0. OeisO One 
37. KINGSTON ™ B5677" 193 195 (386 poder uas 196 O° 6) OL lea lea ieee 2 
SG.BFLLEVILATRENION. Bose 7e 45) 46 Se Sari tO4 0 0 © 102: eountor 
39 PETERBOROUGH 63541 105) 105 210 7k 4 OF ULOts SOWET hes ate 
40 OSHAWA/WHITBY 120316 320 320°640 Av 948. 95 6 0 © 367 365.705 
41 TORONTO/MISSISSA 2628043 -115211522304 214 220 434 877 8991776 224322714514 
42 HAMILTON 498523 618 6181236 126 126 252 266 279 545 101010232033 
43 ST CATHS/NLAGRA OMeBiosi6 S09 300) oie finn rine 0 § 0 -6) 330 3300ce0 
44 KITCHENFR/WATERL 226846 209 209 418 £51 + 51 102 Oo “owl 'o.. "260 eeomeco 
45 LONDON 286011 149 149 298 158) 166 324 > 67. 62 129 9374537 7Eeen 
46 SARNIA 78444 26 S6ME52 282520). 446 6 | 108) 16) ).60N) ReNeEES 
47 CHATHAM S5317 62 62 124 (S60 S6.hhe Oo 0 -0 118 Drage 
48 wINDSOR 258643 58 58 116 28 28 56 56 53 109 142 139 281 
49 BARRIE 3R176 186 $66,372) — 32) 42) 164 6 60 © 18 2isgneee 
50 PEMBROKE 16544 69 69 138 28 28 56 10 104 20° 107 10meee 
51 NORTH BAY 49187 130 130 260 58 58 116 . 33 33° 66 S2i1ne2ee 
52 SUDRURY 155424 98 -98'4196°""S2) 49 Tot)! 69% 6) ise 319 zoqume 
53 SAULT STE» MARIE (81270 \S5 55 110 7 7 14 46 32,776 108 Same 
54 F ERIE/WELLAND 2S 1S Wi bali eeode Tis) Wisi Aes of, O 10 Lea» 1 canes 
55 KIRKLAND LAKE 127427 70, 70 140° 14°44 28 18 (24 42 102 idem 
56 TIMMINS 28542 45 45 90 7 7 14 927-27 54 79. FoR 
57 KAPUSKASING 12034. pe Nise se" 37 “Ya 40 6. 6 © SS ame 
58 THUNDER BAY 112093  S4 $4 108 17 17 34 61-42 103 132 0 0amee 
S59 WINNIPEG/SELKIRK 549593 136 136 272 46 54 100 251/249 500 433 agoueee 
60 PORTAGE LA PRAIR 12950 133) 1S30266." “Simao uos 0 0 oO 184 175meeo 
61 BRANDON 3Y1S0' 108: 108216" “30: §33) “63. “10° 40 20) 140g Geom 
62 THOMPSON 19001 14 1sGee 5. 6 I 90 13 33. 39) 9eeeee 
63 KENORA 10952), 47. 47) 94>. 14 44 28 945 15.30 +760 
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III - INTERMODAL COMPETITION IN PASSENGER TRANSPORTATION 


LITERATURE REVIEWED 


Four reports provide information on the extent of competition between 
rail, air and bus in providing passenger transportation in Ontario: Transport 
Canada (1975), IBI Group (1977), Transport Canada and Ontario MTC (1979), and 


Canadian Transport Commission (1979). 
FINDINGS 


The 1975 Transport Candda study concluded that, overall, intermodal 
passenger competition is limited, but is most intense in the short to middle 
distance ranges. On trips of greater than 500 miles, the great time-saving 
advantage of air travel over surface modes allows the airlines to command a 
much greater share of the market than bus or rail. Within the 200-500 mile 
range, however, bus, rail and air are reasonably competitive with one another. 
As distances get smaller, the time advantage of air travel shrinks and the dif- 


ference between air fares and surface fares increases. 


The potential for intermodal competition is restricted by the extent 
of service of the three modes. The Transport Canada report included a table 
showing the frequency of service for each mode at major communities across 
Canada in 1972. The Ontario portion of the table, which includes the 26 
largest cities in the province, is reproduced here as Exhibit 6. Of the 26 
communities, all had access to bus and rail, and 14 had service by bus, rail, 
and air. Throughout southern Ontario, bus offers the most extensive service, 


followed by rail and air. 


1236 WORKING PAPERS 


The 1977 IBI Group report provides information on modal aacess for 
communities in northern Ontario. South of Latitude 50°N most major communities 
are served by all three modes, though some are limited to two. For example, 
Elliot Lake is served by bus and air but not rail, while Hearst is served by 
bus and rail but not air. Overall, rail offers the most extensive service 


followed by bus and air. Communities served by all three include: 


Kenora Thunder Bay Kapuskasing Sudbury 
Fort Frances. Wawa Timmins North Bay 
Dryden Sault Ste Marie Kirkland Lake Earlton 
Atikokan Chapleau Elliot Lake 


North of 50° latitude, however, access to passenger services is much 
more limited. About one-third of the communities have rail service, slightly 
less than 20 percent are served by "third-level" air carriers, one is served by 


NorOntair, and only two have access to bus service. 


The 1979 Transport Canada report provides data on modal shares in 
passenger transportation in southern Ontario. Intercity travel within this 
area generally consists of trips shorter than 500 miles and thus all three 
modes have an opportunity to be reasonably competitive with one another. The 
three public modes are, however, dominated by the private auto which has about 
64 percent of the total market between Toronto and 6 urban centres. Air 
serves 18 percent of the total market between these same city pairs, and 
captures as much as 37 percent on individual routes (Montreal-Toronto). Rail 
and bus carry on average. less than 20 percent of the passengers between 
Toronto and these 6 other cities. Rail has a larger share than bus in the 
Montreal-Windsor corridor, but a lower share on other routes such as Toronto- 


Ottawa and Toronto-Sudbury. 


133 
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EXHIBIT 7 


MODAL SHARE OF INTERCITY TRAVEL 
FOR 6 CITY PAIRS 
1976 


x SUDBURY NORTH BAY 


OTTAWA 


MONTREAL 


LONDON 


WINDSOR 
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Exhibit 7, opposite, shows the modal shares for each of the 6 city 
pairs. These figures by themselves tell a great deal about the relative levels 
of service offered by the various modes. For example, Ottawa, Sudbury and Windsor 
are about equidistant from Toronto (240 miles), yet the modal shares of travel 
between them and Toronto are quite different. Ottawa has the highest proportion 
of air travel and the lowest by rail, reflecting, in part, the high level of air 
service and the relatively poor level of train service. Windsor, which has the 
lowest level of air service of the three cities, also has the lowest proportion 
of travel by that mode and the highest proportion of rail and auto travel. The 
3 cities along the Montreal-Windsor corridor, which has good rail service, (Montreal, 
London, Windsor) have the highest proportions of rail travel (17, 11 and 11 
percent respectively) and the lowest proportions of bus travel (5, 5 and 4 per- 


cent respectively). 


The degree of competition between modes is reflected not only in the 
factors of service frequency and travel times, but also in fares. The Canadian 
Transport Commission (1979) report contains a comparison of rail, air and bus 


fares between 6 city pairs in the Quebec-Windsor corridor from 1974-78. 


In general, bus fares matched CN Red fares and were less than CN 
White fares, except on the Montreal-Quebec route where until February, 1978 
bus fares were lower than both types of rail fare (up to 25 percent lower than 
Red fares). The introduction of the Blue plus 10 percent plan in 1976 reduced 
return trip rail fares to as much as 30 percent less than comparable bus fares. 
For the most part, CN Club fares were higher than excursion air fares, but econ- 
omy air fares exceeded Club fares in all cases by a substantial amount. Exhibit 


8 illustrates the fare comparison over the years 1974-78. 


RETURN TRIP FARE IN DOLLARS 


RETURN TRIP FARE IN DOLLARS 


EXHIBIT 8 


1759 


COMPARISON OF 1974-1978 RAIL, AIR AND BUS FARES 


Montreal-Ottawa 


Air 
(Economy) 


Air 
(Excursion) 


af WP af Ie ae 9 af Ay 
74 © 77 78 


No air excursion fares for July 1975. 


Montreal-Toronto 


120 
Air 
(Economy) 
100 
Air 
80 (Excursion) 
_7t>>-eRail 
(Club) 
60 
Rail 
tu “a--w(Red, White) 
Bus 
20 _ 


| A hel eh EO RS oes OR eA 
74 Ys 76 Vu 78 


OCN Blue Fare plus 10 percent. 


Montreal-Quebec Air 
(Economy) 
60 
50 Air 
,-..,(Excursion) 
Rail 
40. (Club) 
ee 
a if 
30 ie 
ail 
(Red, White) 
20 ve 
-*<@— Bus 
ar--8e--e-- ee 
10 ue 


Peek BOY aE. U0 eae are 
74 75 76 77 78 


Ottawa-Toronto 


120 


100 
Air 
(Economy) 


8 
p Air 


(Excursion) 
60 _ot---eRail 
(Club) 
40 Rail 
“, (Red, White) 
k& Bus 
20 ie) 
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RETURN TRIP FARE IN DOLLARS 


RETURN TRIP FARE IN DOLLARS 


EXHIBIT 8 
(continued) 


COMPARISON OF 1974-1978 RAIL, AIR AND BUS FARES 
MONTREAL-LONDON 


120 Air (Economy) 

ee ee 3 Rail (Club) 
100 L 

Air (Excursion) 
80 
60 SA he oar 
ee ~ Rail (Red, White) 

40 f-u---47" RK Bus 

Dp D 


fed. 2 ed eR een eye: 
74 75 76 77 78 


MONTREAL-WINDSOR 


ne0 Air (Economy) 
120 ' 
_#e--eRail (Club) 
100 
Air (Excursion) 
80 
60 Kone Pus 
X___ Rail (Red, White) 
40 


Ta et i Re RE ED I 
74 1s 76 77 78 


O CN Blue Fare plus 10 percent. 
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EXHIBIT 9 


RETURN TRIP FARES, JULY 1980 


MONTREAL- |MONTREAL- | MONTREAL- | OTTAWA- | MONTREAL- | MONTREAL - 
OTTAWA | QUEBEC TORONTO | TORONTO | LONDON WINDSOR 


VIA Rail 


Regular Fare 
3-Day Excursion 
Club Fare 


Air Canada 


Economy 
Weekend Excursion 


Voyageur Colonial 


Regular Fare 
3 or 5-Day Excursion 


*5-day excursion on Montreal-Toronto portion, 3-day on remainder. 


Source: VIA Rail, Air Canada and Voyageur Colonial information services, 
July 7, 1980. 
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In 1980, bus fares between these 6 city pairs are less than rail fares, 
ranging from about 5-25 percent less for regular fares, but only about .0-10 per- 
cent less on excursion fares. Air fares, both excursion and economy, are a mini- 
mum Of about 20 percent higher than rail Club fares. Current return trip fares 


are shown in Exhibit 9, opposite. 


The CTC anlaysis also provided indices of relative fare charges for 
the rail mode compared to the air and bus modes. Increases in rail fares ex-. 
ceeded the increases in air and bus fares during 1972-74 by amounts ranging 
from 5-20 percent. Increases in air fares have exceeded rail fare increases 
since the onset of rapidly rising oil prices in 1973. In 1973 bus fares ine. 
creased relative to rail fares for all city pairs, but this was reversed in 
1973-75 when rail fares rose sharply relative to bus fares. From 1975-77 bus 
fares increased relative to rail fares, although over the 1972-77 period as a 
whole rail fares increased by an average of about 12 percent more than bus 
fares for the 6 city pairs, thus adding a competitive advantage to bus tran- 
sport. From July, 1974 to July, 1980, however, percentage increases in bus 


fares were on average about 3 percent more than rail fare increases. 


The greatest net increase in air fares relative to rail fares occurred 
on the short-haul Montreal-Ottawa route. For longer routes the relative in- 
crease in air fares was much less; which suggests the incentive to shift from 


air to rail has been greatest on the short routes. 
SUMMARY 


The extensive coverage of bus routes in southern Ontario means that the 


rail mode faces competition from the bus on all rail routes. The reverse is not 
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true, however, as there are many bus routes without rail competition. In the 
heavily travelled Quebec-Windsor corridor, competition between bus and rail 
appears quite intense; the modal share data shows rail to attract the greater 
share of the passenger market in this corridor, though bus has the greater share 
outside the corridor where the level of rail service is lower. Within the cor- 
ridor bus and rail fares are competitive with one another, with the bus having 
some advantage in all cases. Air fares are substantially higher than bus or rail 
fares on all routes. In northern Ontario, rail service is more extensive than 
bus or air service. South of Latitude 50°N, however, most major communities are 
served by all three. North of 50°N, public passenger transport is overall less 


accessible. Rail and air are the dominant modes in this area. 
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IV - INTERMODAL COMPETITION IN FREIGHT TRANSPORTATION 
TRE EON RANE URI LUN, 


LITERATURE REVIEWED 


Intermodal competition in freight transportation, particularly between 
rail and truck, is perhaps the most widely addressed of the topics covered in 
this paper. Transport Canada (1975), Heaver and Nelson (1977), "Scott? qi97Gin 
Taylor (1979), and Wolff and Kuczer (1979) examine the issue from a general, 
national perspective, while McLaughlin (1978), Ontario MTC (1975, 1979), IBI 
Group (1977), Ontario MIT (1980) provide data specific to Ontario. 


FINDINGS 


The main conclusions of Heaver and Nelson with respect to intermodal 
competition in transport markets since 1967 are that the McPherson Commission 
was correct in viewing it as a pervasive force affecting most commodity move- 
ment and that the Commission was also correct in recommending the railways be 
given wide freedoms to set freight rates. The evidence of the case studies, 
and of other published studies, suggests that the reach of trucking competition 


has continued to increase since 1967. 


The ability of the railways to respond to intermodal competition has 
been important in enabling them to react immediately to competitive pressures 
and, thereby, retain profitable traffic, which might otherwise have been lost. 
It has also been important to shippers, as they have been able to use inter- 
modal alternatives (both actual and potential) to gain reductions in rail rates 
and to stimulate the railways to more efficiency, both by reducing costs and 


rates and by improving services. 
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The authors note that it is not possible to measure quantitatively 
the extent to which intermodal competition influences railway rates and services. 
In part, this is because of the inadequacies of Canadian transport statistics, 
but more importantly it is because of the nature of dynamic competition in 


transport. 


Effective intermodal competition does not exist for shipments of 
major bulk commodities such as grain, coal, potash, and sulfur. Nevertheless, 
rates for these commodities are restrained by market competition. In fact, 
Heaver and Nelson found that market competitive forces apply throughout 
Canada to both raw materials and finished goods, though they were easier to 


identify in the case of raw materials sold in world markets. 


W. G. Scott (1978), General Manager of Pricing Economics for Canadian 


Pacific Railways, states that market competition is a much more effective regu- 
lator of freight rates than is intermodal competition. Commodity rates, he says, 
are by far the lowest rates in the rail freight rate structure, other than 


statutory grain rates. 


R. B. Taylor (1979), Director of Transportation for the Canadian Manu- 
facturers' Association, states that competition for bulk commodity or carload/ 
truckload shipments is generally aggressive in the industrially developed regions 
of Canada, though shippers who are captive to the rail mode need greater pricing 
protection. Shippers with less than carload/truckload volumes find less com- 
petition between modes, and price or service competition between the carriers 


in a particular mode frequently appear to be non-existent. 


Shippers of small shipments (a few hundred pounds or less) have the 
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greatest number of competitive alternatives, including railway express, courier 


services, the Post Office, parcel carriers and air freight. 


At the national level, the amount of rail traffic moving under rates 

which have been set in response to competitive forces has steadily increased, 
going from 11 percent in 1951 to 52.5 percent in 1976 as a proportion of total 
ton-miles, and from 13 percent to 71.3 percent as a proportion of total revenue. 
On both a revenue and ton-mile basis, the highest proportion of freight shipped 
under competitive rates (1972 data) was from Eastern to Western Canada at 89.6 
percent (revenue) and 92.5 percent (ton-miles). The matching figures for ship- 
ments within Eastern Canada (Ontario and Quebec) were 80.8 percent and 76.6 per- 


cent. 


Another measure of the intensity of competitive pressures on the 
railways is the rate of increase of rail rates. From 1959 to 1976 the rail- 
ways' average revenue per ton-mile dropped from 1.35¢ to 0.67¢, expressed in 
constant dollar (1949 = 100). The greatest proportion of the decline occurred 
in commodity rates, both competitive and non-competitive. This drop in real 
average revenue should not be construed, however, as totally a result of 
competitive pressures, as over this period the railways have experienced 
losses of higher revenue general cargo traffic to trucking, a rapid increase 
in the volumes of bulk commodities carried, and Significant increases in the 


Productivity of bulk commodity carriage. 


Within Ontario, intermodal competition would appear to be weakest in 
northern Ontario. A 1975 survey by the Ontario MTC showed that shippers* in 


northwestern Ontario rely relatively heavily on private truck and rail for 


*The survey sample covered 20 industrial Classifications ,/SI1C20.-4S16a6 
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RANKING OF TRANSPORT PRICES AND SERVICE CHARACTERISTICS 


EXHIBIT “12 


BY SHIPPERS IN ONTARIO MINE AND FORESTRY INDUSTRIES 
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inbound and outbound shipments. In a 1978 MIC survey, this area had the 
highest rate of complaints by shippers about rail rates and service. Exhibits 
10 and 11 summarize the use of the various transport modes by the 1975 sample 


of shippers. 


A report by IBI Group (1978) showed that many communities north of 
Latitude 50°N are served by only one freight transport mode, and in many cases 


by only one carrier. While there are no data to show directly the impact of 


the lack of inter- and intramodal competition, the IBI report recorded the per- 
ception of many northerners that the railway companies take unfair advantage of 


their position, both in terms of rates and services. 


The 1978 survey by McLaughlin, mentioned in a previous section, had 
67 percent of its respondents in the Ontario mining and forestry andstriee 
reporting strong rail-truck competition on service quality and 62 percent re- 
porting strong price competition. These are, however, only the perceptions of 
shippers and not objective measures of the intensity of intermodal competition. 
Exhibit 12, opposite, shows how these shippers ranked rail and truck on price, 


reliability and service. 
RATE APPEAL PROCEDURES 


There are two avenues through which shippers can appeal railway 
rates. Shippers who are captive to rail, and thus who do not benefit from 
actual intermodal competition, can apply to the Canadian Transport Commission 
under Section 278 (1) of the Railway Act, which states: 


"278. (1) A shipper of goods for which in respect of 
those goods there is no alternative, effective and 
competitive service by a common carrier other than a 

rail carrier or carriers or a combination of rail carriers 
may, if he is dissatisfied with the rate applicable to 

the carriage of those goods after negotiation with a rail 
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SECTION 23 CASES DECIDED BY 
THE CANADIAN TRANSPORT COMMISSION 


1967-1980 
Date of Date of 

Applicant Initial Application CTC Decision 
Anglo-Canadian Pulp and May 7, 1970 Marcneco, 1977 
Paper Mills Limited et al* 
Saskatchewan Wheat Pool et al October 14, 1970 June 27,-1973 
(the Rapeseed Case) 
Bateaux St. Maurice Inc. May 24, 1977 September 22, 1977 
B.C. Forest Products August 23, 1977 August 17, 1979 
Limited et al (the 
Disparities Case)** 
Columbia Containers Limited March 13, 1978 October 24, 1978 


Dee ee eels ee Se. a ae Gee CATT 


K* 


SECTION 23 CASES DISCONTINUED BY THE APPLICANT 


1967-1980 
Date of Date of 

Applicant Initial Application Discontinuation 
Prince Albert Pulp Co. Limited August 24, 1970 February 21, 1975 
Kootenay - Columbia Timber Co. ADigil tame Al January, 1975 
Asbestos Eastern Transport Inc. September 27, 1971 November 26, 1971 
Neptune Terminals Limited JULY 2) -LOV2 August, 1972 
Cansulex Marccheco.. 1976 November 11, 1977 
McIntyre Mines Limited May 3, 1976 December 27, 1978 
Canadian Cellulose Co. Limited August 26, 1976 Apri,e1973 
Robert Richer Inc. June ca, 19/7 dulys29; 1977 
Quebec Lumber Manufacturers December 27, 1978 February 1, 19/9 


Association 


Often referred to as “The Newsprint Case" this Section 23 application involved 
all newsprint producers in Canada. 


The decision in this case has been appealed in a federal court. A companion 
Section 23 application, The Incentives Case, which involves railway incentive 
rates has not been heard pending the final outcome of the Disparities Case. 
The Incentives Case involves pulp and paper producers across Canada, while the 
Disparities Case involves only Western producers. 
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carrier for an adjustment of the rate, apply to the 
Commission to have the probable range within which 

a fixed rate for the carriage of the goods would fall 
determined by the Commission; and the Commission shall 
inform the shipper of the range within which a fixed 
rate for the carriage of the goods would probably fall." 


Section 23 of the National Transportation Act replaced Section 317 
of the Railway Act which had enabled shippers to appeal rail rates on the 
grounds of unjust discrimination. Section 23 requires shippers to demonstrate 
a prima facie case of injury to the public interest before a consideration of 
redress can be obtained from the CTC. The Act does not limit the definition 
of the public, nor is Section 23 limited to rates, but also applies to any 


act or omission of a carrier. 


Section 23 is apparently the most likely route for shipper appeals. 
Since the enactment of the National Transportation Act in 1967, the Canadian 
Transport Commission has decided only five Section 23 cases. With the 
exception of the Anglo-Canadian case, all were decided in favour of the 
applicant. A further nine formal applications which were made during this 
time were discontinued prior to a hearing. The Anglo-Canadian case concerned 
all newsprint producers in Canada and this involved major manufacturing 
interests in Ontario. A companion case to B.C. forest Products et al, which 
is still pending, also involves the pulp and paper companies in Ontario. Of 
the nine discontinued applications, none involved Ontario interests directly, 
although Ontario did intervene in the McIntyre Mines application. Exhibit 13 
lists the applications heard or discontinued. In addition to the formal 
applications there have been hundreds of informa] ones which have subsequently 
been resolved in some way between the Shipper and carrier without initiation 


of formal proceedings. 
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There has been only one case in which a shipper, Domtar Limited, 
has applied to the CTC under the provisions of the maximum rate section 
(Section 278). The application was withdrawn, as the rate issue was resolved 


commercially. 


This record of cases has led Heaver and Nelson (1980) to conclude 


that: 

" ... The various types of competition and rate 

negotiation appear adequate for setting most railway 

rates to competitive and economic levels, and for 

settling most rate issues between shippers and the 

railways. Even the discouragement of the regulatory 

costs and delay associated with a Section 23 case 

would not have made the record of cases so sparse 

if there had been significant difficulty in reaching 

rate accords between shippers and railways." 

Nonetheless, there is still wide support among shippers for 
revisions to both Section 278 and Section 23. Some groups criticize the 
maximum rate standard for fixed rates and the definition of a "captive shipper" 
as not affording them sufficient protection from excessive rates when they 
have no reasonable alternative mode of transport available. Also, there have 
been many complaints that the regulatory procedures for appeals under the two 


sections are "too cumbersome, slow, costly, and uncertain of results" (Heaver 


and Nelson, 1977). 


Possibly in response to this criticism the CTC, in 1978-1979, has 
made it easier for shippers to establish a prima facie case for an investigation 
and decision. Despite the changes, shippers, carriers, and respresentatives of 
provincial and federal governments are still expressing dissatisfaction with 
the slow and costly nature of the proceedings. At a recent annual meeting of 


the Canadian Industrial Traffic League, CP Rail proposed an arbitration procedure, 
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though there was apparently no concensus among the various parties as to the 


desirability of such a procedure in place of the current Section 23 requirements. 


The recent CTC analysis cited earlier concluded, however, that 
Proposals to place a time limit on rate appeal procedures and to institute 


rate arbitration would have no particular advantage over the current procedures. 
SUMMARY 


There appears to be little objective analysis of the extent to which 
the lack of effective intermodal competition leads to higher rates or worse 
service for shippers. The reports reviewed do Show, however, that most shippers 
perceive the absence of competition to result in their being charged higher 
rates and/or receiving poorer service than would be the case in a competitive 
Situation. Further studies would be required to determine the validity of 


these views. 


The 1975 MTC study showed that there is heavy use of truck (common 
carrier and private) and rail by shippers in the industrial categories surveyed. 
Common carrier trucking is used most of all. Rail and private truck carriers 
are used relatively equally though the distribution of their use varies. 
Shippers in Northwestern Ontario rely most heavily on rail and private truck 


and registered the most frequent complaints about rail rates and service. 


Interviews with persons in the business indicated that it was generally 
believed that shippers located in smaller communities where there was not a 
great deal of for-hire trucking available had the most difficult problem in 


negotiating a rail rate. They then turn to private trucking as their best 
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alternative if it is a reasonable method of transportation for their goods. 
This influences the location of industries and employment and biases it 


towards the larger centers. 


There was also a further complaint that for-hire trucking did not 
always provide effective competition. In several markets the railways set 
prices for carload, pool car, railway intramodal, and piggy back services. 
For certain long distance traffic lengths this covers most of the alternative 
possibilities as relatively few common carriers operate over the road. Thus 


intermodal competition may not always be effective. 
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V_- PUBLIC POLICY OPTIONS 


In the earlier part of this report actual and potential problems con- 
cerning rail competition and levels of service have been discussed. In addition, 
in the research done for this project, various public policy initiatives in- 
tended to overcome these problems have been identified. The purpose of this 
Section of the report is to describe these public policy options and their 


implications. 
POSSIBLE OPTIONS 


A number of policy options which may be undertaken by government and 


particularly the Ontario Government are described below: 


i Government Ownership of Railway Track and Rights-of-Way 


This proposal has been made many times particularly in the United States. 


It is seen as being a method of overcoming some of the disadvantages that railways 


suffer from when compared to other modes. These disadvantages are: 


- each railway is required to pay the entire cost of providing its 
infrastructure. These costs cannot be shared with other modes 
or with other railway companies. 


- these costs include full depreciation charges and any return on 
investment that may be required by lenders or shareholders. In 
contrast, users of roads and other facilities are not usually 
charged for invested capital. 


- right-of-way operating and maintenance costs must be paid in 
every year regardless of whether the carrier has a good year 
Or a bad year. In contrast, other modes of transport which 
pay user charges (fuel taxes, licences, landing fees, etc.) 
find that their infrastructure costs are reduced in periods of 
lower traffic. 
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Because of the need to spend large amounts on building and main- 
taining infrastructure, the railway business is by nature monopolistic. The 
ownership of the rights-of-way by government is seen as a Way of potentially 
introducing competition into the railway industry as well as overcoming the 
problems discussed above. This would be particularly true if a "neutral" 
agency were to take over the actual operation of the right of way with various 


"railway" companies operating over the track. 


The implications of this type of policy by government are very 
significant. The government would be involved in decision-making at a very 
fine level of detail on individual railway operational and investment decisions. 
In this way it may be possible to introduce greater consideration for over- 
all social costs than with decision-making decentralized as it is now but the 
implications for slowing down of decision-making are quite large. Under the 
current system of railway company ownership of the right-of-way, trade-offs 
are made between investment in plant and increased operating costs. Under 
a government ownership scheme these two costs would be borne by different 
agencies leading to many conflict situations. The idea of introducing more 
competition is attractive but introduces problems of decision-making and 


overall system optimization. 


The current healthy financial state of the major Canadian railways 
tends to remove the major stimulus to undertake drastic changes in policy 
orientation such as this one. These changes have been proposed mainly in 
the situation where many railways were in imminent danger of becoming bank- 
rupt or actually had suffered financial collapse and initiatives such as 
this one were seen as methods of maintaining railway services. Since we 
do not face this situation in Canada, this probably is not a relevant policy 


option. To mitigate some of the relative disadvantages that railways suffer, 


1258 WORKING PAPERS 


other government policy alternatives may be more appropriate such as tax 


or other financial assistance. 


2. Rate Regulation 
With the 1967 National Transportation Act, Canada moved definitely 


away from rate regulation of railways. The railways were given a considerable 
amount of commercial freedom to set prices. Canadian railways have used this 
freedom so that by now the majority of traffic moves at competitive or negotiated 
rates. Returning to a regime of regulated rates would be turning the clock 

back. The most serious implication is the potential impact on railway profit- 
ability, particularly if the regulatory process were to be slow and/or onerous. 
This has been the experience in Canada in the past and currently in the United 
States. In a period of high inflation this is particularly onerous to the 


railway companies. 


The United States is currently showing a great deal of interest in 
de-regulation. In fact, at the present time, railway de-regulation bills have 
passed in both the House of Representatives and the Senate although the final 
form that this legislation will take is not known. In any case, however, it | 
does appear that the United States will follow Canada's lead and introduce 
some form of de-regulation. It is seen as having major advantages for the 


railway industry and for the economy as a whole. 


Although there have been some complaints made by shippers since the 
removal of rate regulation in Canada, overall shipper satisfaction with 
the present system appears to be relatively high. The major railways have 
prospered and, in contrast to the experience in the United States, have to a 


considerable extent achieved or maintained financial self-sufficiency. 
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This has enabled them to provide a relatively high level of service to their 
users. Thus it would not appear that a return to a strict regime of rate regu- 


lations would be welecomed at this time either in Ontario or in Canada. 


ce Improved Rate Appeal Procedures 


When this rate making freedom was put into place, an appeal procedure 
was established for those shippers who are considered "captive" to the railway 
mode. To establish that they are truly “captive” has been a problem for many 
shippers and this appeal procedure has only rarely been used. The appeal pro- 
cedure is also expensive; the full costs of arguing a case before the CTC can 
come to a million dollars or more. A more effective and/or more efficient 
appeal procedure might protect those shippers dependent upon railway transpor- 


tation more than the current system. 


It should be realized, however, that this protection would basically 
involve the setting of lower rates for certain types and classes of commodities 
and the inevitable impact of this would be to reduce the profitability of the 
Canadian railways. This has long-term implications with respect to the via- 


bility of the railways. 


Another possible implication of simply reducing the restrictions on 
appeals is an increase in the amount of litigation and other regulatory activi- 
ties. While this may be seen as a job creation program for lawyers and consul- 
tants, it is probably not in the interest of society as a whole. Various 
arbitration procedures have been proposed which would reduce the time and 


money required to hear an appeal. 


_In discussing the fairness and equity of various types of railway 


rates, one important consideration should be kept in mind. Railway costs have 
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a high fixed component. This means that although marginal cost pricing can 
and should be used to attract marginal traffic, some shippers will have to 
Pay rates high enough to cover the railways' fixed costs. Therefore, a 
certain amount of price discrimination between users of rail service is 
implicit because of the structure of railway costs. A simplified example 


illustrates this problem. 


Suppose a railway company has only one customer. The railways' 
fixed costs are $45 and the variable cost of handling the traffic of this 
one customer is $55. The railway charges this customer $100, on the basis 


Of Tts \fUTPecostse 


Now suppose a railway salesman finds a second potential shipper who 
is now using another mode. The variable cost of handling his traffic would 
be $55 and the railway quotes him a rate of $60. The railway is now in a good 
situation in that it has total revenues of $160 and total costs of $155. The 
second shipper is happy or he would not have switched modes. The first shipper 


is paying the same rate as before and so is no worse off. 


But now the first shipper feels he is being discriminated against. 
He is paying $100 and the second shipper is paying only $60. If we assume 
that his shipments are captive to the railway for some reason or other, he 
cannot use intermodal competition as a lever to get a better rate from the 
railway. The railway obviously cannot give him the same $60 rate as the second 
Shipper or else their total revenues would be only $120 for a total cost of 
$155. If both shippers were given the same rate, say $77.50, the second 


shipper would not agree and might return to the other mode of transport he was 
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previously using. The largest price break the railway could give the first 
shipper is $5, the contribution to overhead of the second shipper. In any 
case the first shipper is not really worse off than before, he just feels 
discriminated against. But the railway does not really have a choice, if it 
is to remain solvent. Therefore, because of the structure of railway costs, 


a certain amount of price discrimination is almost inevitable. 


The shippers who are captive to the railways will be the ones who 
will be asked to contribute most toward fixed costs. It can be argued that 
this is justifiable in that, if the marginal shippers are not attracted, the 
captive shippers would still have to pay the fixed costs. Therefore, although 
there would appear to be unfair discrimination between shippers, on closer 
analysis it is not necessarily unfair. In fact, the captive shippers are 
probably better off the more marginal users the railways can attract as many 
of these will make some contribution to overheads, even if it is not their 


fully allocated share. 


Equity considerations would seem to require that, if the present 
rate appeal procedure is not fair or is too expensive to be used by many appli- 
cants, a more effective appeal procedure should be established. Discussions 
have been held within the industry, and with the railways and the Federal 
Government concerning different forms this arbitration policy might take. 


These should be continued and, hopefully, brought to a successful conclusion. 


4. Government Subsidy for Transportation 
to Inadequately Served Areas 


Appeals to government to assist in improving transportation service 
through subsidy have been made many times. In addition, government subsidy 


has been seen as an answer to those areas of the country which are geographically 
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disadvantaged in terms of distance or physical barriers; for example, the 
Federal Government provides subsidies for certain materials being shipped 

out of the Maritime Provinces. In Ontario and British Columbia, Provincial 
Governments have financed the development of government owned railroads to 


serve areas not adequately served. 


The rationale for transportation subsidies, although undoubtedly 
popular, is difficult to define. Why transportation should be subsidized and 
other geographical disadvantages (such as heating costs) should not is difficult 
to rationalize. The 1975 review of transport policies by Transport Canada con- 
cluded that a more meaningful categorization of transportation services that 
allows transportation subsidies to be paid is the difference between "mature" 
and "developing" systems. "Developing" systems could be subsidized until they 
are mature enough to support themselves. Even in this case, however, there is 
a difficulty that once industries grow up dependent upon the subsidies it is 


difficult to terminate them. 


There is a further implication of using transportation subsidies 
to assist economic development; transportation subsidies assist all users 
of transportation whether they require this assistance or not. Thus, in most 
cases, economists prefer a more targetted type of subsidy which would provide 


funds to the specific industries for which help is desired. 


Transportation subsidies will probably continue to be used to over- 
come lack of service or poor levels of service. However, because of the 
limitations of such policies pointed out above, in general it would be desir- 


able to limit the use of such mechanisms. 
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DS: Provincial Branch Line Program 


As technological changes have favoured other modes, many railway 
branch lines have become uneconomic. The railways have usually applied to 
abandon these lines. Under the National Transportation Act, the Canadian 
Transport Commission has to approve such abandonments. First the CTC has to 
find that the operation of the line is actually uneconomic and then, if it 
decides that it is socially desirable to retain the line, a Federal Government 
subsidy is provided. However, this subsidy has rarely been applied in 
Ontario. Most railway lines proposed for abandonment have been found to be 
uneconomic and the abandonment has been approved. The branch line subsidy 
legislation has been used mostly as a mechanism for protecting the grain 


collection system in Western Canada. 


The Government of Ontario, in the face of branch line abandonment 
proposals, in several cases has had to decide whether it should oppose these 
applications before the CTC or not. As the provider of infrastructure for 
other modes of transport, the Government has a very direct interest in such 
proposals. However, the decision-making body is a Federal agency and Ontario 


can only present arguments in front of the CITC. 


In addition to appearing before the CTC, Ontario could itself set up 
a branch line subsidy program similar to some of the projects developed in 
several states. The Government could reimburse the railways for losses on the 
condition that the railways would maintain the line and provide certain levels 


of service. 


This approach would require substantial funds from the Ontario Govern- 


ment. It also would involve the Government in detailed decision-making as to 
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the economic need and desirability for maintaining service on individual lines. 


In our opinion this is probably not a desirable direction for the Ontario Govern- 


ment to take at this time. 


6. Provincial Position on Branch Lines 

If a Provincial program to maintain service on branch lines were not 
developed, a consistent Ontario Government approach to branch line abandonment 
proposals could be developed. This could be done either independently so that 
Ontario could appear as an intervenor in CTC hearings or could be done in coopera- 
tion with Federal Government agencies and the railways. There are some prece- 
dents for the latter approach. Ontario and the Federal Government have under- 
taken some joint studies, particularly in passenger transportation in Southern 
Ontario. Also recently the Ministry of Transportation and Communications has 
been the catalyst for a study of the entire branch line network of both major 


railways in the Bruce Region. 


It would therefore appear that instead of approaching each branch 
line abandonment in an ad hoc basis, a consistent analysis framework and policy 


position could be developed. We would recommend this development. 


7, Land Banking of Railway Rights-of-Way 


As described previously, railway applications to abandon uneconomic 
branches have usually been granted in Ontario. However, there are two con- 
Siderations. In the future, as fuel becomes more expensive, the competitive 
balance might swing back towards the railways and additional service may be 
required. Also, these rights-of-way have been built up at great expense and 
they could potentially be used for other purposes such as transportation corri- 
dors, energy lines (electrical transmission lines, oil, and gas pipelines, etc.), 


recreational routes (hiking, snowmobiles, horse trails), or for other purposes. 
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In both cases, it is very important to maintain the integrity of the right- 


of-way for future contingencies. 


In many cases it may be beneficial for some level of government to 
acquire these rights-of-way rather than allow them to be dispersed. In most 
cases the cost of this program should be relatively low and such a program 
therefore publically acceptable. However, the government would eventually 
have to decide which rights-of-way should be maintained in perpetuity and 
which can safely be disposed of. This again leads to more government involve- 


ment in detailed decision-making. 


This proposal has a considerable amount of appeal as it maintains 
options without large investments of public funds. It also meshes fairly wel | 
with other Provincial Government responsibilities with respect to land use 


controls, economic development, etc. 


Or: Short Line Railroads 
In the United States, the proposed abandonment of many branch lines 
by major railroads has been responded to by the setting up of local or short- 
line railway companies to operate branches. It is expected that such a smaller 
railroad company would have lower overhead costs and therefore would be 
more successful in operating a short line than the parent company could be. 
The results of these experiments have been somewhat mixed with some success- 


ful examples and several unsuccessful examples. 


The relative lack of success of these initiatives tends to make 
this approach less desirable at this time. Until the viability of the short 
line approach can be demonstrated in the Canadian context, this would not 


appear to be an attractive policy option. 
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9. Government Provision of Risk Capital 


The railway industry, with a relatively low level of profitability, 
sometimes finds it difficult to raise new capital for investment. A potential 
role of government would be to provide this new capital in specific circum- 
stances. The circumstances could be investment in improvements to railways 
with an expected high level of productivity or in a new line to a new resource 


industry or other significant development. 


In many cases, however, the railways are part of larger conglome- 
rates and can usually find the financing for productivity improvement invest- 
ments either from internally generated funds or from the investment community. 
Also, in the case of resource development, several new lines have been 
financed through government intervention. For example, rail lines in northern 
British Columbia are being developed by the Federal and Provincial Governments 
to facilitate the development of coal resources. The Great Slave Railway to 
the Northwest Territories was financed by the Federal Government, after 
rece wane some guarantees of usage from private industry. There are several 
other examples of government financing of developmental lines. In some cases, 
similar financing has been provided by private industry. For example, the 
Quebec, Northshore and Labrador Railway was financed by the iron-ore companies 
developing the Labrador fields. Similarly, the Cartier Railway was developed 


by the company developing iron fields in that area. 


Government investment in railways of this type should be seen as 
part of the larger resource development effort. A general policy of this type 
of government intervention in Canada would thus seem to be unnecessary. The 
present policy of deciding on a case by case basis might therefore be more 


appropriate. 


357 


1267 


36. 


TO, Passenger Service Pricing 


One of the major anomalies detected in our examination of passenger 
services policies was the relative pricing levels of the bus and rail modes. 
The bus carriers claim that they cannot raise rates because of the low level 
of rail fares. These rail fares are heavily subsidized and do not represent 


the true costs of doing business. 


VIA's response to this has been that the bus industry already receives 
subsidies in the provision of infrastructure by Provincial and Municipal Govern- 
ments. Even if user charges do approach current expenditures on roads and 
maintenance, they do not include any allowance for depreciation or return on 
invested capital. However, as is shown in the first chapter of this report, 
in the last detailed analysis of road transport subsidies, the bus mode was 


judged to pay virtually all of its share of the costs of providing road infra- 


structure and all of its internal costs. 


Thus it would appear that bus carriers do have a legitimate grievance. 
A policy development that might be required is the pricing of rail services at 
a higher level than at present to allow bus carriers to achieve viability. 
This policy would have to be set at the Federal level but a Provincial initia- 
tive or policy intervention would presumably have a considerable impact as much 
of this competition between modes takes place in the Southern Ontario-Quebec 
markets. 

a pre nnsot Intra-Rail 
Competition 
In the previous chapters of this report it has been pointed out that 


railways have been given an exemption to Federal anti-combines legislation. 
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Canadian railways can and do participate in joint rate making and other 
consultative activities which would not be acceptable in other industries. 
Many shippers have the impressions that there is little price competition 
between the major railways in Canada, although there appears to be more 
service competition. The rationale for not including railways within the 
jurisdiction of the Combines Investigation Act is to prevent too much com- 
petition from occuring between the railways and thus not permitting them to 


recover their fixed and overhead COSTS. 


Some shippers feel that greater competition between the railways 
would reduce rates on certain commodities, especially those which are "captive" 
to the rails. Increased competition possibly could be encouraged by applying 


the combines legislation to railways; alternatively it could be encouraged by 


lesser changes to the system such as extending the "“inter-switching" distance 
limits so that each railway can reach a greater number of potential shippers 
or allowing the tariff on goods carried over U.S. lines to be waived under 
certain circumstances. The first proposal would represent a drastic change 


and may or may not be approved in the current environment. 


The more minor changes noted above could be done much more Simply. 
Increasing the inter-switching distance limit, in addition to encouraging more 
rate competition between the railways, could also give shippers more leverage 
in negotiating for an adequate supply of the required types of cars and other 
improvements in service. Increased use of this section of the Railway Act 
probably would also require an updating of the fees charged for inter-switching 
by the railways to one another. These have not been increased Significantly 


over the last 50 years and inevitably do not reflect their current costs. The 
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determination of the number of shippers who might be affected by such a change 
would require a detailed analysis of the location of shippers in those commu- 


nities where more than one railway is available. 


Another possible alternative to increase intramodal competition is 
to waive the duty on goods carried over U.S. railways between two points in 
Canada. This could be done, perhaps on application to the CTC, when it is 
determined to be in the public interest. At the present time the CTC has no 


such discretion; it probably would be desirable to give it this discretion. 


We recommend that more intramodal competition in the rail industry 
be encouraged through such measures as increasing the inter-switching distance 
limit and allowing the waiving of duty on shipments carried through the U.S. 
but that drastic changes to the Railway Act such as putting railways under 
the jurisdiction of combines legislation not be made without considerably 


more study. 


EVALUATION 


Exhibit 14 summarizes these policy options and their relative 
advantages and disadvantages. In our opinion, several of these potential 
policy options represent more drastic cures than the problems they are 


intended to overcome deserve. The options which are in this category are: 


1. Government Ownership of Railway Track and Rights-of-Way. 
2. Rate Regulation. 

oy Provincial Branch Line Program. 

‘sin Short Line Railways. 


9. Government Provision of Risk Capital. 


36% 


PA | 


39. 


We would recommend that these options not be considered in more detail 
because of the detailed involvement of government which would be required and 


the limited benefits likely to be achieved. 


Policy Option 4, Government Subsidy for Transportation to Inadequately 
Served Areas, has been used by several governments in Canada and undoubtedly 
will be used again to solve particular problems. We believe that a general 
policy of this nature would not be wise and that transportation subsidies should 
only reluctantly be granted. Subsidies to specific industries or specific areas 


on a more selective basis can usually be done more economically. 


Of the various policy options that have been put forward here, we 


believe five deserve more consideration. These are: 


) the need for an improved rate appeal procedure; 


® the development of a provincial policy on the abandonment 
of branch rail lines; 


C) land banking of railway rights-of-way; 
e equity of pricing between the rail and bus modes; 


C) promotion of intra-rail competition. 


The improved rate appeal procedures would probably involve legis- 
lation at the Federal level, but the Province could make recommendations to 
this end and could influence the ultimate decision if it is decided that this 
would be an advantageous proposition. Encouragement of more intramodal com- 
petition would also require Federal action. Similarly the Federal Government 
is primarily responsible for branch line subsidies but the development of a 
Provincial policy would have considerable jmpact. Land banking of railway 


rights-of-way is in the Provincial sphere and the Province could go ahead 
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with this initiative, probably in consultation with the Federal Government 
and the railways. The question of equity of rail and bus fares requires 


more discussion at both the Provincial and Federal levels. 


The real question to be answered is whether the Provincial Govern- 
ment should take a more active role in formulating railway policy and in 
representing the users of rail transportation in Ontario. Constitutional ly 
this area has been in the Federal domain and Ontario traditionally 
has not become involved in the political and regulatory process. By way of 
comparison, several of the Western Provinces have taken a very active role 
in representing the position of the users of transportation services in their 
Provinces. They have made clear their position to the Federal Government, to 
the Canadian Transport Commission and to the general public in many important 


policy areas. Many shippers in Ontario feel that the Ontario Government should 


similarly take a forward position with respect to railway questions. The 
Ministry of Transportation and Communications has recently announced that 
a special section dealing with railway matters would be set up. The policy 


orientation of this group remains to be determined. 


yp 
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I_- TRANSPORT SUBSIDIES 


OVERVIEW 


Federal, provincial and municipal governments all contribute toward 
the financing of transport services and infrastructure. The federal role in- 
cludes reponsibility for construction of airports, air navigation facilities 
and major ports, and the payment of direct subsidies to rail, road, water and 
air carriers. Provincial and municipal involvement extends mainly to the pro- 
vision of highways and urban roads, urban transit, local airports, and intra- 


provincial ferry services. 


Exhibit 1 presents an intermodal comparison of total transportation 
costs and deficits. Only those costs and revenues attributable to the users 
of each mode were included (a user being defined as one who uses the transport 
infrastructure for purposes of transportation). However, the costs do include 
a return on invested capital. The deficits as a percentage of total costs for 


air, marine, road and rail in 1973 were 16, 22, 6 and 26 percent respectively. 


Exhibit 2 is a second intermodal comparison which is restricted to 
infrastructure costs and revenues. Rail is not included in this comparison 
because total rail revenues cannot easily be separated into infrastructure and 


vehicle revenues. The amount by which costs exceed revenues represents the 


level of indirect government subsidy for each mode. Exhibit 2 shows that user- 
derived revenues, as a percentage of infrastructure costs, have been increasing 
for the air mode while decreasing for the road and marine modes. Nevertheless, 


road cost recovery is still the highest of the three modes (59¢ of every dollar 


spent in 1975). 


I-] 
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EXHIBIT 2 


ANNUAL TRANSPORT INFRASTRUCTURE COSTS AND REVENUES* 


(millions of 1975 constant dollars) 


AIR 
Annual Costs 
Annual Revenues 
Annual Indirect Subsidy 


Percentage Cost Recovery 


MARINE 
Annual Costs 
Annual Revenues 
Annual Indirect Subsidy 


Percentage Cost Recovery 


ROAD 


Annual Costs 
Annual Revenues 
Annual Indirect Subsidy 


Percentage Cost Recovery 


Source: Transport Canada, Transportation Subsidies, June, 1980. 


*These subsidy data are in the process of being updated further by 
Transport Canada and additional information wil] soon be available. 
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EXHIBIT 3 
DIRECT TRANSPORTATION SUBSIDIES AND PAYMENTS BY THE FEDERAL GOVERNMENT 
a ne a et eee eR NE UE? as ECU EVAL UWE ININEIOIyG 


VOTES P7716 EOTOL UT. 1977/78 1978/79 


ee Se eee eee 


Rail Payments 


Unprotected) branch -linesa(Cic) Lo) Owe2 0.6 6.5 Liege | 
Guaranteed branch lines (CTC) 81.6 108.3 LOS a7 67.0 98.8 
Rail passenger 
- CTC 149.8 ZO07 LoL .4 2057 21206 
= 1Cet ~- -- oo 5.3 72.55 
At and East subsidy (CTC) PO. G L770 5 os va 0258 AG. 7 
Maritime Freight Rates Act (CTC) inal 16,0 Leak 15.9 1524 
Railway Grade Crossing Fund (CTC) 8.8 28.6 eine 15-8 Zia 
TC Grants & contributions LS. L320 67.9 ye) L065 
TOTAL RAIL 38500 383.8 S93C1 396.0 54 eo 
Road Payments 
ARFAA (CTC) 2 be 5 230 a 29.9 eg Ee 
TC grants & contributions 2249 Jive 42.2 O02 94.1 
TOTAL ROAD 44.4 Dee Guns Loe Looe 
Water Payments 
Coastal and ferry services 
= ETC 2 16.0 L8G -- -- 
- TC -- -- -- 225) 20.9 
CN Marine Inc. l 12551. Lise 94.2 128.0 Lie 
Pilotage Authorities we 206 oe L.8 0.8 
NHB/Bridges et Oe, 3.8 3h 4.6 
Saint Lawrence Seaway Si es 41.6 CPt 20.9 Bes 
Canarctic Shipping -- —— -- -- ie 
TOTAL WATER 166.4 LISS 149.1 Li pe 147.6 
Air Payments 
Regional Air Carriers (CTC) ae 24 ZO Za) 20) 
TC grants & contributions ve 2 Cid On. LOA Eon6 
TOTAL AIR (AS als L027 Cl Lee, LS.6 
Urban grants & contributions -- -- -- pees 25.5 
Administration grants & contributions ee) 8.8 28.6 Sha 74 G1 
TOTAL SUBSIDIES & PAYMENTS Ge /e2 63576 GST 2 69505 878.1 


1. Includes capital expenditures. 
2. Excludes $4.3M to write off a debt (including interest) regarding the Burrard 
Inlet bridge-tunnel study. 


Source: Transport Canada, Transportation Subsidies, June, 1980 
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Exhibit 3, opposite, shows direct subsidies and payments by the 
federal government to all four modes for the fiscal years 1974/75 to 1978/79. 
Ontario government direct subsidies to air, rail and marine modes through the 
Ontario Northland Transportation Commission are shown in Exhibit 4, overleaf. 


Each type of subsidy and payment is discussed by mode in the following sections. 


PASSENGER TRANSPORT - RAIL 


The National Transportation Act of 1967 made provision for the Federal 
Government to pay subsidies to the railways for losses incurred in operating pas- 
senger services. Payment of these subsidies began in 1970 and is still continuing, 
though the subsidy program was replaced by the operating contracts program with 
VIA Rail beginning in 1978. The remaining subsidy payments are for claims in 


years prior to 1978. 


Prior to the establishment of VIA Rail, the Canadian Transport Commission 
calculated the “actual losses" for each rail service upon application by the 
carrier for discontinuance. If the CTC judged the service to be uneconomic it 
could either order the service suspended or order it continued with up to 80% 
of the certified losses federally subsidized. By the early 1970's all remaining 


passenger services were defined as uneconomic. 


VIA Rail is a crown corporation established in 1976/77 in an attempt 
to reduce the rail passenger subsidy by rationalizing the rail service network 
and improving the efficiency and cost effectiveness of rail passenger services. 
Contract payments to VIA Rail, which began April 1, 1978, are based on contacts 
for services between VIA and the Minister of Transport. VIA reimburses the 
railways for the rail services they provide to it under compensatory service 


contracts. 
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EXHIBIT 4 
PROVINCIAL SUBSIDIES TO ONTARIO NORTHLAND 
TRANSPORTATION COMMISSION FOR TRANSPORTATION SERVICES 


1975 1976 1977 1978 
($ millions current dollars) 


Cochrane-Moosonee Branch Line 2.8 Lael nb CPs) 
Main Line Passenger Train 2.1 Lee. ls Coe 323 
Northlander - - one 356 
NorOntair ie eae 1.4 0.8 
Moosonee Ferry - - 0.06 0.05 


Source: Ontario Northland Transportation Commission, Annual Reports 
LOT Sesh 97 Tey. LO 1S: 
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Exhibit 5 shows subsidy payments to Canadian National and Canadian 
Pacific for rail passenger services in calendar years 1970-74. Exhibit 6 shows 
totally subsidy payments to both railways beginning in fiscal year 1974/75 to 
1978/79. In both tables the figures refer to payments actually made on those 
years and do not refer to actual subsidies in respect of rail passenger losses 


for those years. 


Exhibit 7 shows the regicnal distribution of rail passenger subsidy 
payments in 1974. Exhibit 8 shows financial and related operating data from 
1972-1977 for the Windsor-Quebec City corridor rail passenger system. Exhibits 
9 and 10 give this data broken down by individual rail services in the corridor. 
The conclusions of the analysis from which Exhibits 8, 9 and 10 are taken 


were:* 


"1) there has been considerable excess capacity throughout the 
system which, together with the sharp decline in capacity 
utilization between 1972 and 1974, accounted in large measure 
for the decline in financial performance in these years; 


Z) throughout the 1974-77 period, the major difficulty has been 
one of large increases in unit costs: average costs per 
seat-mile have been increasing faster than average revenues 
per passenger-mile. A continuation of this trend would 
result in increasing losses even if the level of capacity 
utilization were to be improved; 


3) a number of factors have been identified to explain the 
increases in unit costs. These included increases in ser- 
vice frequency, declining train sizes, major car renovation 
programs and increased cost elaims for such items as super- 
intendence and miscellaneous expenses." 


The Ontario government provides direct subsidies for rail passenger 


services operated by the Ontario Northland Transportation Commission. Total 


*Canadian Transport Commission, Economic and Financial Analysis of the Corridor 
' Rail Passenger System, Report No. 40-79-03, October, 1979. 
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EXHEBI a5 


NET SUBSIDIES TO RAIL PASSENGER SERVICES 
1970 TO 1974 
(Current Dollars) 
1970 1971 1972 19731974 
Canadian National 
Net Subsidy ($ millions) 47 .3 (ayes 90.5 108.1 
Subsidy per Passenger Mile (¢) Spi) Dad. 8.9 8.5 


Canadian Pacific 


Net Subsidy ($ millions) 20.9 19.9 19.4 ek Die 
Subsidy per Passenger Mile (¢) 5.5 6.1 6.8 1ted 8.4 
TOTAL 

Net Subsidy ($ millions) 20.9 67.2 95.1 112.6 132.8 


source: Canadian Transport Commission, Pricing and Subsidy of Air and 
Rail Passenger Transport, CTC Report No. 00+76-03, March, 1976. 
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EXHIBIT 6 


DIRECT SUBSIDIES AND PAYMENTS TO 
RAIL PASSENGER SERVICES 


FISCAL YEAR 1974/75 T0 1978/79 


($ millions current) 


19/4/07 50) 1975/7699 1976/77) 1977/78) 1978/79 


a - 


Canadian Transport Commission! 149.8 200.7 161.4 205.7 212.8 


SE 


Transport Canada“ = = 2h) Ti aes) 


Total 149.8 200.7 161.4 (AN GAY) 285103 


1 Payments by CTC are according to Sections 260 and 261 for losses incurred 


by CP and CN prior to April, 1978. 


é Payments by Transport Canada are based on contracts with VIA Rail and include 
capital expenditures. 1977/78 payments are related to start-up costs. 


Source: Transport Canada, Transportation Subsidies, June, 1980. 
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EXHIBIT 8 


CORRIDOR RAIL PASSENGER SERVICES 
FINANCIAL AND RELATED OPERATING DATA 


RATIO 
COSTS 
= 
Z LOSS 
H 
wi 
I 
Hi 
ie REVENUE 


RATIO OF REVENUE 
TO. COST. (RT SCALE) 


1972 1973 1974 1975 1976 1977 
13 
LOSS PER PASS-MILE 
I 
9 
wn 
a? 
Pah 
a3} 
oO 
2 LOSS PER SEAT-MILE 
3 
1972 1973 1974 1975 1976 1977 
MILLIONS 
52 l400 SEAT-MILES (RT SCALE) 
48 200 
HE 44 1000 
Z 
ea} 
S 
ee 40 800 
Ps LOAD FACTOR (LT SCALE) 


600 REV PASS-MILES (RT SCALE) 


eee 
OCS 4 oo ee 9 PPOO CeCe cecvecenec geese? 
Cee, eee? 
®ee® 


1972 1975 19 1977 


Source: CTC, Economic and Financial Analysis of the Corridor Rail Passenger 


System, Report No. 40-79-03, 1979 
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EXHIBIT 10 
CORRIDOR RAIL PASSENGER SERVICES 


LOAD FACTOR BY SERVICE 


1972 
Montreal-Toronto Dowd 
Ottawa-Brockville-Toronto 46.0 
Ottawa-Belleville-(Toronto) 34.9 
Toronto-Kingston** 36.8 
Sub-Total Average*** 54.0 
Montreal-Quebec (CN) 46.4 
Montreal-Ottawa 47.5 
Toronto-Windsor 40.8 
Toronto-London-Sarnia 29.4 
Toronto-Stratford** 2060 
Toronto-Niagara Falls** 26.1 
Montreal-Quebec (CP)** 34.3 
Corridor Average 45.8 


RATIO OF REVENUE TO COST BY 


Montreal-Toronto 64 
Ottawa-Brockville-Toronto 34 
Ottawa-Belleville-(Toronto) pps 
Toronto-Kingston** 254 
Sub-Total Average*** 61 
Montreal-Quebec (CN) 46 
Montreal-Ottawa ak 
Toronto-Windsor ASW) 
Toronto-~London-Sarnia 39 
Toronto-Stratford** 28 
Toronto-Niagara Falls** 034 
Montreal-Quebec (CP)** 38 
Corridor Average 253 


* Rail Strike occurred in summer 


1973* 


51.6 
41.2 
31.6 
37.0 


50.0 


45.6 
SW hoe: 
35.6 
27.2 
22.0 
19.3 
26.9 


40.6 


sOe 
30 
-18 
46 


042 


of 1973. 


1974 1975 
51.1 46.0 
39.8 45.0 
28.8 30.2 
37.6 31.4 
49.2 45.2 
45.7 41.0 
34.0 2309 
EVs: 37.8 
24.7 29.1 
24.3 Bled 
Lo 2s 17.5 
26.2 21.6 
38.7 38.3 
SERVICE 
sol 051 
38 33 
20 019 
054 047 
054 48 
38 30 
«30 023 
48 042 
Mey, 034 
22) 20 
«26 23 
025 s2e 
24) eG | 


*k Service operated primarily with RDC equipment. 


*kk Montreal-Toronto and associated services. 


Source: CTC, Pricing and Subsidy of Air and Rail Passenger Transport, 


Report No. 00-76-03, 1976 


037 


045 


226 
21 
038 
029 
18 
019 
el7 


037 
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EXHIBIT? 21 


DIRECT SUBSIDIES TO AIR PASSENGER TRANSPORT 


($ millions current) 


W974/75 ». 19/5776,5 1976/77." 1977/78 | toy oe 


SSE 0 emneneemmininnenes 0 eeieesrnraniiaaigaoaies 


Regional Air Carriers 1g 2.4 220 e2U 2.0 
Transport Canada Grants 
and Contributions Lee Ces got Ih EF) iae6 
TOTAL L5ak 10.7 ees TZa7 here, 
Source: 


Transportation Subsidies, Transport Canada, June, 1980. 
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subsidies for the Cochrane-Moosonee branch line, the main line passenger train, 
and the Northlander were $10.4 million in 1978, though some portion of this amount 
should be allocated to freight hauled in mixed trains on the Cochrane-Moosonee 


line. 
PASSENGER TRANSPORT - AIR 


The Federal Government subsidizes air transportation both directly 
and indirectly. Indirect subsidies are by far the larger part of federal 


payments. 


Direct subsidies are in two forms. Under a program introduced in 
October, 1966, regional air carriers are eligible for subsidies under certain 
circumstances, e.g. for services to a remote area, initial support to a new 
service, or development activity support. Annual subsidies under the program 
have been limited to $2 million, which is currently divided between two car- 


riers, Eastern Provincial Airways (EPA) and Quebecair. 


Direct subsidies have also been made in the form of grants and contri- 
butions by Transport Canada for the operation of municipal airports and to as- 
sist in the establishment or improvement of local aiprorts and feeder airports 
and related facilities. This program of capital assistance to local and feeder 
airports was terminated on April 1, 1979, and capital contributions to these 
airports are now provided through the regular capital program. Exhibit 11, 
opposite, shows the level of direct subsidy to air transport from 1974/75 to 


1978/79, which has ranged from a low of $11.1 million to a high of $15.6 million. 
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The Ontario government subsidizes the operation of NorOntair, a 
regional airline operated by the Ontario Northland Transportation Commission. 
Over the years 1975-1978 the subsidy has ranged from a high of $1.5 million 
in 1976 to a low of $0.8 million in 1978. In addition, the Ontario government 
has provided some of the aircraft and other capital assets used in the NorOntair 


services. 


The Ontario government also has a policy of assisting airfield develop- 


ment at remote communities in Northern Ontario. 


Indirect subsidies to air transport mainly occur through federal govern- 
ment provision of aviation infrastructure, including airports, meteorological 
services, and air traffic control operations. Exhibit 12, opposite, shows net 
indirect subsidies to air transport (gross aviation expenditures less revenues 
received from user charges or rental fees) for the years 1970 to 1973. These 
subsidies ranged from $11.87 to $15.35 per passenger (current dollars) and from 
1.92¢ to 2.59¢ per passenger-mile (constant 1971 dollars). Exhibit 2 shows, 
in constant 1975 dollars, a comparison of annual costs and annual revenues for 
air transport infrastructure for the years 1968, 1973 and 1975. While the 
Jevel of subsidy increased over these years from $245 million to $324 million, 
revenues increased faster proportionately, going from 28% of costs in 1968 to 


S/osinalos 5. 
PASSENGER TRANSPORT - ROAD 


Passenger transport modes which use the road infrastructure are the 
bus and private automobile. The other major user is trucking for the movement 
of freight. Exhibit 2 shows that road infrastructure has the highest cost 


recovery (59% in 1975) compared with air and marine (37% and 17% respectively). 
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With respect to passenger transport, the indirect subsidy to the 
private auto in 1972 was about % cent per passenger-mile, while the bus pas- 
senger was subsidizdd very little, if at all. There are no direct subsidies 
normally paid to operators of either mode, although recently the Federal 
Government has committed itself to assisting the bus industry in the Atlantic 
Provinces through capital grants, as part of a rail rationalization plan. Of 
the two categories of direct federal road payments shown im Exhibit 3, one 
relates to freight transport (ARFAA) and the other mainly comprises payments 
to road strengthening and improvement programs in the Atlantic and Prairie 


provinces. 


PASSENGER TRANSPORT - MARINE 


Marine passenger transport is subsidized directly through federal 


and provincial payments and indirectly through the provision of infrastructure. 


It is difficult, however, to determine the level of subsidy which ap- 
plies only to passenger transport since some direct payments and infrastructure 


are for both passenger and freight transport. 


Federal payments through the Coastal and Ferry Service Subsidy ($20.9 


million) are direct subsidies to oeprators of coastal and ferry services in 


isolated coastal regions. These payments are made on the basis of formal 
contracts that are generally negotiated annually. The 1977/78 and 1978/79 
payments included an $8.5 million grant to the Province of British Columbia 


to be used in providing coastal and ferry services. 


*Based on Canadian Transport Commission calculations cited by Trane core kenaga in 


An Interim Report on Inter-City Passenger Movement in Canada, June, 
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Direct federal payments to CN Marine Inc. were $117.7 million in 
1978/78. Canadian National, through its wholly owned subsidiary CN Marine 
Inc., manages and operates certain east coast ferry and coastal shipping ser- 


vices on behalf of the federal government. 


The Ontario Ministry of Transportation and Communications operates 
several ferry services in the province. Direct operating and infrastructure 
costs were approximately $2 million in the year ending March, 1979. In addition, - 
there is a small provincial subsidy of about $50,000 to the Ontario Northland 


Transportation Commission for operation of the Moosonee ferry. 
PASSENGER TRANSPORT ~- SUMMARY 


Although the data on passenger transport subsidies presented here are 
not directly comparable since they are given for different years and geographic 
areas, it is still possible to conclude that a ranking by decreasing level of 
subsidy would place the modes in the following order: rail, air, private auto, 
bus. The range of subsidy from rail to bus is quite wide, even to the point 
of suggesting some extreme comparisons. For example, the loss per passenger- 
mile on the Montreal-Ottawa train’service in 1977 was 28.4 cents. At a distance 
cf about 110 miles between the two cities this means the total loss per through 
passenger averaged $31.24. Since there is no subsidy for bus travel, it would have 
been cheaper for the Federal Government to give rail passengers free bus tickets 


($12.85 return in July, 1977) than to cover the loss on the rail service. 


Such a comparison, when coupled with the complaint by bus operators 
that "predatory" rail pricing is forcing them to lose money on competing runs, 
raises the issue of whether it would not be more cost-effective to raise the 


rail fares substantially, thereby reflecting somewhat more realistically the 


1294 WORKING PAPERS 


1-8 


cost of providing rail service, reducing the rail passenger subsidy required 
from the taxpayer, and allowing the bus operators to remain profitable while 
charging competitive fares on most routes. This issue is addressed again in 


the final section of this report. 
FREIGHT TRANSPORT - RAIL 


Direct federal subsidies and payments applicable to rail freight trans- 


port were $262.2 million in 1978/79. 


Branch line subsidies accounted for $109.9 million of the total subsi- 
dies and payments. The National Transportation Act of 1967 shifted the financial 
burden of operating uneconomic branch lines from the railways to the Federal 
Government. Upon application for abandonment of a line by a railway, the CTC 
will hold public hearings and then either allow abandonment or provide for con- 
tinued operation of the line by recommending government reimbursement of the 


railway company's actual losses. 


The At and East subsidy ($44.7 million in 1978/79) serves to maintain 
the volume of export grain available to Canada's Atlantic ports by subsidizing 
rail rates to these ports to the point of being competitive with shipment through 
the Seaway during its season and shipment to U.S. Atlantic ports during the winter. 
This subsidy was made permanent by Section 272 of the Railway Act as amended by 


the National Transportation Act. 


The Maritime Freight Rates Act provides for a 15% subsidy on freight 
rates for selected commodities shipped within the Maritime provinces and the 
Gaspe and a 30% subsidy on all westbound shipments originating in this area. 
In 1974 provision was made for an additional subsidy of 20% on westbound ship- 
ments of selected commodities. The subsidies under this act totalled $15.4 million 


in 1978/79. 


The Railway Grade Crossing Fund holds appropriations for construction 
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work at railway crossings to increase public protection, safety, and convenience. 


Payments to the fund were $22.5 million in 1978/79. 


As mentioned earlier, some portion of the $3.3 million Ontario govern- 
ment subsidy to the Cochrane-Moosonee branch line should be allocated to freight 


transport, but the available data do not given the appropriate allocation. 


FREIGHT TRANSPORTATION - ROAD 


The only direct subsidy to freight transport by road occurs under the 
Atlantic Region Freight Assistance Act, which extends the subsidy provisions 
of the Maritime Freight Rates Act to trucking. The amount of subsidy was 


$41.3 million in 1978/79. 


There appears to be disagreement between the two analyses of the 
extent to which truck transport of freight receives an indirect subsidy through 
the provision of infrastructure. In 1967, the Ontario Select Committee on 
Taxation reached the conclusion that "... the present revenue structure in 
Ontario tends to charge passenger vehicle and light truck owners less than 
the road costs they occasion, while the owners of heavy trucks and buses are 


more than meeting their cost responsibility". 


A 1973 study by Haritos, using 1968 data, concluded that while buses 
paid more than their economically efficient share of road costs, passengers 
cars and trucks paid less than their efficient share. There are several dif- 
ferences in the assumptions underlying the two analyses which account for the 


different conclusion regarding trucks. One key assumption by the Select 
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Committee is that road users should only have to cover 65 to 70 percent of 
road costs, owing to the fact that non-users receive benefits from the road 


system. Haritos's analysis allocates total road costs to users only. 
FREIGHT TRANSPORT - MARINE 


A portion of the Coastal and Ferry Service Subsidy ($20.9 million) 
and the CN Marine Inc. subsidy ($117.7 million) described previously should be 
allocated to freight transport. There is, however, no established method of 


making this allocation. 


The annual operating deficity of the St. Lawrence Seaway was covered 
by federal payments until April 1, 1978. A refinancing arrangement approved in 
1977/78 and a toll increase removed the need for these payments (the $1.4 million 
paid in 1978/79 was for maintenance and operation of the lock at Sault Ste. Marie, 
a responsibility transferred to Parks Canada on April 1, 1979). Loans and ad- 
vances to the Seaway Authority were forgiven as part of the refinancing but are 


not reflected in the direct payments and subsidies shown in Exhibit 3. 


The Federal Government covers the operating deficity of the M.V. Arctic, 
an ice-breaking bulk carrier operated by Canarctic Shipping. This deficit was 
$2.2 million in 1978/79 and is expected to range between $4-$7 million over the 


next few years. 
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IIT - INTRA-RAILWAY COMPETITION 


Three sources which examine the nature of competition between the 
railways in freight movement have been reviewed. A 1977 monograph by Heaver 
and Nelson and some recent analysis by the Canadian Transport Commission ex- 
amine this issue in depth. Another CTC report (McLaughlin, 1978) provides 
some insight into the views of bulk freight shippers on competition between 
the railways. The major findings and conclusions of all three sources are 


reviewed here. 
HEAVER AND NELSON (1977) 


In Chapter 7 of their monograph, the authors conclude that "... in 
spite of the fewness of the railways in the market and their tendency to con- 
sult and agree on rates, much competition between railways actually takes place, 
especially by way of service rivalry. However, several dimensions of competition 
are often involved, including rate competition. Such intramodal competition ex- 
tends over the border with American railroads, adding competitive alternatives 


for shippers in a number of instances." 


In a paper published in 1979 they state: "Important competition 
exists between carriers within a mode of transport. Although intramodal rate 
competition is exceptional in Canadian railway markets, intramodal service 
competition is very important. The complaints voiced by shippers dependent 
on only one railway are evidence, in a reciprocal sense, of the merits of two 


Or more railways." 
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Heaver and Nelson cite four constraints on competition between the rail- 
ways, two legislative and two regulatory. Section 279 of the Railway Act gives 
the railways in Canada the right to agree upon and charge common rates, which 
allows for and, indeed, even suggests the likelihood of reduced rate competition. 
Section 382 of the Act, which subjects goods carried by rail between points in 
Canada over lines in the U.S.A. under eon tnaeien rates, aS apposed to joint rates, 
to a 30% customs tariff,reduces the probability of American lines competing with 
Canadian lines. The regulatory constraints on competition are interswitching 


limits and rates and the setting of through routes and joint rates. 


Interswitching 

Heaver and Nelson define interswitching as "... the movement of car- 
load freight by the terminal carrier between the point of loading or unloading 
on such terminal carrier's tracks and the point of interchange with the line- 
haul carrier". Shipments which are carried from loading point to unloading | 
point by the line-haul carrier normally are charged only the line-haul rate, 
as the delivery or collection cf the car is incidental to the line-haul. Where 
the line-haul carrier cannot perform this complete service, however, a local 
(line-haul) rate or switching rate must be added to the line-haul rate for 


interswitching services by the terminal carrier(s). 


During the time that the railway system in Canada was evolving at 
the turn of the century, shippers sought to have a large number of interchange 
points and reasonable interswitching rates so that they would have access to 
more than one railway. The Board of Railway Commissioners dealt with this 
issue in 1907 and 1918, and in the latter instance issued an order setting 


interswitching rates and regulations which applied within four miles of an 
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interchange point. The interswitching regulations today*are essentially un- 
changed from the original, the one major change being a 50 percent rate increase 


granted in 1951. 


There are two major results of this lack of change in interswitching 
rates and limits. First, railways are compelled to provide interswitching 
services at rates which are unremunerative. Heaver and Nelson question whether 
this is in the interest of an efficient and profitable railway system. The 
low rates cause a maldistribution between railways of the Tee incurred on 


interswitching and lead to inefficient car handling routes in urban areas by 


encouraging railways to move a car over a circuitous route if a more direct 
route would require delivery beyond interswitching limits, which would mean 
revenue-sharing with the terminal carrier on a line-haul rather than an inter- 


Switching basis. 


The second major result arises out of the four mile limit which has 
remained unchanged since 1908. This means that a shipper has access to the 
carriers at the interchange point as long as his plant is located within four 
miles of the interchange point as measured along the tracks of the carrier which 
serves his plant. If he is beyond this point, the interswitching regulations do 
not apply and he must deal with the carrier on a line-haul basis. Heaver and 
Nelson conclude that: "Since the growth of urban communities has substantially 
exceeded the increase in the number of interchange points and four miles is a 
limited distance in the context of today's large urban areas, the percentage 
of shippers enjoying competitive rail service at the same rates has diminished 
over recent years"; and suggest that: "In view of the dominance of the service 


rather than rate competition among railways, and in view of the radical change 


*Given in General Order T-12 issued by the Board of Transport Commissioners. 
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in transport markets and in urban communities, it may not be appropriate to 


have the same interswitching limits today as those in effect seventy years ago". 


Overall, the authors conclude that the current interswitching rates and 
regulations are "no longer consistent with the efficient working of a competitive 


rail system". 


Through Routes and Joint Rates 

Section 284(1) of the Railway Act requires that "Where traffic is to 
pass over any continuous route in Canada operated by two or more companies, sev- 
eral companies shall agree upon a joint tariff ...". If the railways fail to 
agree on a joint tariff over a route which the CTC considers a reasonable and 
practicable route, the CTC "may require such companies, within a prescribed 
time, to agree upon and file in like manner, a joint tariff for such continuous 
route, satisfactory to the Commission, or may, by order, determine the route, 


fix the toll or tolls and apportion the same among the companies ... (Railway 


Act, Section 285(1)). 


The selection of routes over which goods travel affects the rates 

paid by shippers; hence the ability to influence routes is an important concern 
of shippers. The Turgeon Commission dealt with this matter in 1951. The po- 
sition of shippers before the Commission was that "the railways should be com- 
pelled to quote joint interline rates over the most direct routes", whereas the 
railways argued that "to quote joint interline rates over the most direct routes 
might mean compelling a railway to short-haul itself, and would also result in 
the breakdown of some existing single-line rates". The Commission concluded 
that "The Board (of Transport Commissioners) has held that if one carrier has 

a route over its own rails which is reasonable and practicable, joint tariffs 


are not required". 
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The practical workings of the position on through routes and the 
interswitching limits can be illustrated through an example cited in Heaver 
and Nelson: 


" 
° 


. from Vancouver CP has the short-line mileage to Calgary, 
but the circuitous route, via Calgary, to Edmonton. CN has 

the short-line mileage to Edmonton, but the circuitous route, 
via Edmonton, to Calgary. A Vancouver shipper on a local CN 
point may only have available a route via CN, through Edmonton 
to Calgary. Depending on the competitive forces limiting the 
rates, it would be possible for a shipper located on the CN 

line to have a higher rate than a shipper located within inter- 
switching limits and, therefore, able to use the CP. This 

could exist even if the shipper at the noncompetitive CN point 
was closer to Calgary, as measured by a short-line route through 
a CP interchange beyond four miles, than a shipper on the CN 
within interswitching limits of the CP. For example, a shipper 
at a CN local point east of Vancouver might pay more than a 
shipper located in Vancouver with access to the CP through 
interswitching. The Board has heard such cases and determined 
that such pricing, while discriminatory, is not unjust. Whether 
such pricing would be found to be in the public interest, since 
the passage of the National Transportation Act (1967) is not 
clear." 


A 1976 study by the Ministry of Transportation and Communications 
reported that Northern Ontario industries suffer because through routes are 
not available to U.S. markets via the gateways of Fort Frances and Sault Ste. 
marie. Instead, freight going to northern U.S. markets travels a circuitous 


route via Toronto, a long route which adds to freight costs. 


Price Competition Among Railways 


Heaver and Nelson outline the railways’ rate setting practices: 


"In Canada the practice, both before and since 1967, has been 

for the rail carriers’ to check with each other on matters of 
rate determination, to agree on rates quoted to shippers, and 

to sign joint letters of response to requests from shippers 

for rate adjustments. These long-standing practices are per- 
mitted under Section 279 of the Railway Act. They are gen- 
erally not opposed by Canadian shippers as necessarily leading 
to group monopoly pricing, even in markets in which rail service 
is the only or the most efficient mode available to shippers." 
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Heaver and Nelson note that rail-rail rate competition may be difficult 
to observe, for it almost never results in different rates being published. Rate 
rivalry in Canada takes place in confidential discussions of the railways as 
allowed under Section 279 of the Railway Act, rather than in the public arena 


of published rate schedules. 


The most striking cases of price competition revealed in the case 
studies of Heaver and Nelson were situations in which either the CP, CN, or 


other railways had the opportunity to develop transport systems for a shipper 


to move traffic under an exclusive long-term contract. They cite the examples 

of mines in British Columbia and Ontario, and a forest products mill and a con- 
Struction project in British Columbia, which were all accessible to at least two 
railways, and where negotiations on the facilities to be provided and the con- 
ditions of and rates for the transportation proceeded with the carriers remaining 
independent of each other in the negotiations. The authors do note, however, that 
at least in the case of the British Columbia copper mines, the presence of 
trucking competition: and in some cases competition from the British Columbia 
Railway, may have added to the incentive for the railways to compete with one 


another. 


Heaver and Nelson conclude that the railway tradition of working 
together does not eliminate all competitive rivalry between railways; indeed, 
their case studies even revealed instances of agressive ‘price competition 
(though such cases are exceptional, relative to the occurrence of service com- 
petition); they do, however, suggest that the effects of some restrictions on 
the practices of the Canadian railways should be investigated. One such re- 
striction might be to limit the railways! freedom in common rate-making to 


through routes and joint rates. The authors do not explore the advantages and 


1303 


disadvantages of possible restrictions but do argue that since Canadian and 
American railways operate their mainline systems at levels far closer to full 
utilization than in earlier times (with the result that the gap between mar- 
ginal and average costs has been significantly lessened), open rate competition 


is far less likely to become ruinous today than in the past. 


Competition Between Canadian 
and American Railways 


Heaver and Nelson state that the use of local Canadian railway rates 
to border points to construct a combination rate through the U.S.A. to provide 
an effective alternative to a direct through route in Canada is not practical, 
because it leads to the imposition of a 30% customs duty under Section 382 of 
the Railway Act. The American railways can provide effective competition only 
where an American carrier serves the Canadian origin or destination, or where 


local trucking is available to move freight to the border at a reasonable rate. 


In spite of these limitations, Heaver and Nelson found a number of 
cases in which Canadian railway rates can be explained by the competitive in- 
fluence of rates existing in the U.S.A. In the case of the movement of canned 
goods from the Ontario peninsula, where American lines are present, the canned 
goods rates on the American railways influenced the Canadian rates into points 
close to the border. For example, the rate differential between movements to 
Calgary and to Edmonton from Eastern Canada is explained in terms of the compet- 
itive influence of American rail carriers plus trucking from Montana into the 
Calgary market. The same competitive influence does not extend as far as 


Edmonton, consequently the rail rates to that city are higher. 


The CTC has no power to waive or vary the application of Section 382 
of the Railway Act which requires the 30% customs tariff to be levied on goods 


shipped through the U.S.A under a combination rate. Heaver and Nelson suggest 
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that the CTC should be given some power to waive its application if found to be 
in the public interest. For example, if Canadian transport costs are to in- 


crease substantially because of rising demand, the "import" of lower-cost 


American transport service will be increasingly to the benefit of Canadian pro- 
ducers and consumers. This could be the case particularly for rate-sensitive, 
bulk commodities which might otherwise only have highly utilized Canadian rail- 


way lines available to them. 


CTC 


Recent analysis by the CTC concludes that rate and service competition 
between railways in Canada is limited, although there is little evidence on 
which to base this conclusion. The four mile interswitching limit and the leg- 
islative ability of the railways to set common rates are cited as the major 
factors which limit competition. Most major shippers (e.g. in the resource 
industries) are not directly connected with more than one railway, and those 
shippers who do have relatively unrestricted access to both railways are involved 
in the production of lower volume, higher valued goods in more populated areas. 


This latter type of shipper would also probably be in a position to receive the 


benefits of intermodal truck-rail competition as well. The growth over the last 
decade in the proportion of railway traffic shipped by resource producers means 
that a greater proportion of railway traffic is traffic which has access to only 


one carrier and hence is not subject to intra-modal rail competition. 


With respect to common rate setting, the available data do not allow 
discovery of the extent to which carriers actually practice "price-fixing". 
However, the legislative ability of the railways to set common rates gives them 
the ability to limit competition and increases the negotiating leverage of the 


carrier with respect to certain shippers. 
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The analysis concludes that where the potential for competition exists 
the potential is greater for service competition than for rate competition. 
Nevertheless, where shippers appear captive to rail (e.g. resource shippers), 
market competition limits the extent to which the railways can increase freight 
rates. If freight charges price a commodity out of its market, the product will 


not move. 


While intramodal price competition may not be strong, the fact that 
Canadtan railways have not received high rates of return on investment and have 
shown high productivity gains suggests that intermodal competition has constrained 


the railways' ability to act as an effective duopoly. 


The report suggests that there is only limited opportunity to achieve 
further reductions in railway costs by improving physical efficiency to offset 
revenues lost through competitive pressures on rates. Thus it is concluded that 
artificially increased intramodal rail freight competition, whether through forced 


infrastructure expansion or otherwise: 


"a) would not likely increase operational efficiency substantially 
above that obtained at present through the natural self interest 
incentive to increase efficiency to decrease cost, and also would 
not likely increase productivity substantially; 


b) would theoretically increase service adequacy, but likely at 
a higher price than in the current competitive environment, to 
compensate for additional fixed and variable cost; 


c) would likely decrease the average economic performance of rail 
carriers, and likely require increased public subsidies; and 


d) would not likely, on the medium/long term, improve the shippers' 
lot - all other things being equal - but may reduce the carriers' 
financial strength to reinvest for purposes of maintaining adequate 
service." 
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The analysis concludes that removal of Section 279 of the Railway Act 
which allows common rate making may push some rates closer to cost. Some shippers 
would gain by this, but others - particularly smaller shippers on higher cost 
railway segments - might lose. The analysis also concludes that there is little 
evidence to suggest that removal of this Section would increase competition to 


the benefit of any shipper. 


McLAUGHLIN (1978) 


This report summarizes the results of a questionnaire completed in the 
late fall of 1976 and early spring of 1977 by about 246 companies, 183 of them 
in the forest industry and 63 in the mining industry. The survey results are 


broken down province by province. 


Exhibits 13 and 13a show the shippers' perceptions of service quality 
and price competition in Ontario. Slightly less than one-third of Ontario re- 
spondents reported strong rail-rail competition on service quality, while just 
over one-quarter reported strong price competition among the railways. In both 
cases, rail-rail competition was perceived to be much weaker than either truck- 
truck competition or rail-truck competition. 

Extent of Intra-Rail Competttion 
In Ontario 

It does not appear possible to outline in detail the extent to which 
shippers in Ontario are served by only one railway. Adequate statistics do 
not exist and the accuracy of a crude analysis using railway maps is limited 
by the fact that many shippers in a city or town served by two railways may 


have access to only one railway as a result of being located beyond the four 
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EXHIBIT 13 


— 


EXISTENCE OF SERVICE QUALITY COMPETITION IN ONTARIO 


% Of Respondents Reporting 


Mode Mix Strong Competition 
Rail-Rail 34.1 
Truck-Truck 59.3 
Marine-Marine 3B.13 

Rai 1l-Truck 66.7 
Truck-Marine 0.0* 
Rail-Marine 0.0* 


EXHIBIT 13a 


EXISTENCE OF PRICE COMPETITION IN ONTARIO 


% Of Respondents Reporting 


Mode Mix Strong Competition 
Rail-Rail 2057 
Truck-Truck 56.0 
Marine-Marine 0.0* 
Rail-Truck 61.9 
Truck-Marine 0.0* 
Rail-Marine 0.0* 


*All respondents claimed a weak degree of competition. 


Source: McLaughlin, G.M., The Bulk Freight Shipper's Point of View: 
A Survey on Transportation, CTC Report No. 30-78-05, 1978 
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EXHIBIT 14 


RAIL SERVICE IN ONTARIO TOWNS AND CITIES 


2,000 pop. 


Region 


Eastern 
Central 
Southwestern 
Northeastern 


Northwestern 


I] 


mile interswitching limit. Nonetheless, Exhibit 14 shows the number of towns 
and cities (pop. >2,000) in Ontario served by 0, 1, 2, 3, or 4 railways. In 
Eastern, Central and Southwestern Ontario about as many cities are served by 
two railways as are served by only one. In Northern Ontario, however, most 

communities have service by only one rail carrier. There are only five towns 
or cities of greater than 2,000 population which have no rail service and six 


which are served by more than two countries. 


From the point of view of availability of competitive freight services, 
it is possible at least to draw a broad picturé. Generally speaking, most 
Shippers of manufactured goods who have access to only one railway have the 
opportunity to use trucking. In the resource industries, however, the bulk 
or weight of the commodities being shipped often effectively preclude the use 
of truck transport. Also, resource industry shippers are more likely to be in 
more remote areas which are not well served by truck transport. 

The Effect of Market Competition 
on Railway Rates 

In the absence of inter- or intra-modal competition, market com- 
petition remains as a constraint on freight rates. As noted in the review of 
the recent CTC analysis, if transportation costs price goods out of their mar- 
kets, they will not be shipped at all. Heaver and Nelson (1977) examined the 
competitive influence of market competition and concluded that: 

">, market competitive forces effectively limit the mono- 

poly power of the railways in setting commodity rates 

for substantial volumes of rail traffic in Canada, par- 

ticularly for raw materials moving in bulk. Therefore, 

the designation of rates which are not set on the basis 

of intermodal competition as "non-competitive rates" 

can lead to a serious misunderstanding about the nature 

and extent of competitive forces in rail transport mar- 

kets. ...powerful competitive constraints operate on the 


36 percent of rail ton-miles designated in the waybill 
analysis as non-competitive commodity rates." 


1309 


-11 


1310 WORKING PAPERS 


II-12 


Market competitive forces were found to apply throughout Canada to 
both raw materials and finished goods though it was easiest to identify in 


the case of raw materials sold in world markets. 


Heaver and Nelson further conclude: 

"The railways have been responsive to market competitive 

forces and have not been accused by shippers of gouging 

the maximum revenue possible on the basis of value-of- 

service pricing. Nor have they been able to turn what- 

ever monopoly powers they may have to monopoly profits 

overall." 

W. G. Scott (1978), who is General Manager, Pricing Economics, 
Canadian Pacific Railway, states that market competition is a much more 
effective regulator of freight rates than is modal competition. Commodity 
rates, he says, are by far the lowest rates in the rail freight rate struc- 


ture, other than statutory grain rates. 


SUMMARY 


None of the reports reviewed addresses directly the question of whether 
or not shippers with access to only one railway are faced with generally higher 
rates or worse service than those with access to more than one railway. The con- 
clusion that the four-mile interswitching limit is too restrictive does imply, 
however, that shippers benefit in some way from having access to two or more 
railways. In the absence of changes in the current common rate-making procedures, 


this benefit would probably be mainly in the form of greater service competition. 


Market competition is independent of the number of railways serving 


a shipper, and thus where it occurs, the rates charged the shipper who is captive 
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to one railway may be constrained at a level no higher than those charged 
shippers with competitive alternatives. The extent to which this is the case 


in Ontario cannot be determined from current published reports. 
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EXHIBIT 15 


1972 PURLIC TRANSPORT MONAL FREQUENCY 


/----BUS---/ /---RAIL---/ /----AIR=---/ /-ALL MODES/ 
NODE POP'*'Ne OUT IN TOT OUT IN TOT OUT IN TOT OUT “IN TOT 
34 CORNWALL A7ilt6e 668.98 106. 42 42 64 6 6 "6 140 f20 eeno 
35 OTTAWA/HULL 602510 365 365-730 © 92% 85.177 250.262 512° 707m oe 
36 RROCKVILLE 19765 67 67-134... 63. 63.126 0 0 90 2130 oe 
37 KINGSTON | BES77) 1921193 386 1-48 426006 0.0 © SA .2at aes 
38 BELLEVICZTRENTON © 63776) 48 °° 4899608 54 47 101 Oo 0.0 102 —osmre, 
39 PETERBOROUGH 63531 105 105 210 (ae aaa 6 "OO “0  1LPeeiaeeea 
40 OSHAWA/WHITAY 120318) 5320 “32006400 ~47ieiaee 95 O°. “OO 367 saaecs 
41 TORONTO/MISSISSA 2628043. 115211522304 214 220 434 877 8991776 224322714514 
42 HAMILTON. __ 498523 618 6181236 126 126 252 266 279 545 101010232033 
AS ST CATHS/NIAGRA Gere 16.209 3001615) ee 1 een o 0 06 320 S20Nece 
44 KITCHENFR/WATERL 226846 209 209 418 £51 51 102 0. 0. 0 ° 260260060 
45 LONDON 286011 149-149-298 “158 Yoo s24 ~ B47 62 129° 37aar ee 
46 SARNIA 78464 26 26 S2 ®BA+20 48. -6 10 16 | 60 [oeutmee 
47 CHATHAM SBS3i7 - 62 ‘62 426° (S56. 66.112 oO 0 0 YS Stamos 
48 WINDSOR 258643 58 S8 116 28 28 56 56 53 109° 142° 1gmee ue 
49 BARRIE ; 38176 186 186 372 Breage: 64 re) ) 0 2718 218-436 
50 PEMBROKE 16544 69 '69" 138 Saliuas (o6 10° 10 20 1407 HoOrmmede 
51 NORTH BAY 49187 130 130 266 58 68 116 33 °°83 66 221 220m 
52 SUDRURY 155424 98 98 196 52 49101 69 61 130 219 208 427 
S53) SAULT “STESS MARTON) 81270 © ‘SS acSSenvo 7 7° 94) 46 32 7a )168n foams 
54 F ERIE/WELLANOD 23193, 216 Li6. 232 7 Tey G o /0 0: '123"iizameac 
55 KIRKLAND LAKE 27427 . TO. 0pl4se {A aulan ees 18.24 42> 102 (oamene 
56 TIMMINS 28542 45 45 90 7 rue y: 27 27 ‘54 79 79 158 
57 KAPUSKASING WEAS4\ 26, 26) “Seu bee 7 Le ao 0 © 0 55. men 
58 THUNDER BAY 122093 (54 "Sa \)08 17 17. 34 61° 42 103 132 eee 
59 WINNIPEG/SELKIRK 549593 136 136 272 46 54 100 251 249 500 433 439 872 
60 PORTAGE LA PRAIR 12950 133.453) 266. -8Sy a2 “oa 0 0 oO 186 t7amaeo 
61 BRANDON BEISO 108. 10642160) J0meae ses 10° 10 20 148 ¥Sieegor 
62 THOMPSON 19001 14 34) 28 ore ans 20 13 33 39 )eesmmEee 
> 63 KENORA 10952, 47 47 94 14 1A 2S 15 15 30 76 ¢emnee 


Source: Transport Canada, An Interim Report on Inter-City Passenger 


Movement in Canada, June, 1975. 
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III - INTERMODAL COMPETITION IN PASSENGER TRANSPORTATION 


Four reports provide information on the extent of competition between 
rail, air and bus in providing passenger transportation in Ontario: Transport 
Canada (1975), IBI Group (1977), Transport Canada and Ontario MTC (1979), and 


Canadian Transport Commission (1979). 


The 1975 Transport Canada study concluded that, overall, intermodal 
passenger competition is limited, but is most intense in the short to middle 
distance ranges. On trips of greater than 500 miles, the great time-saving 
advantage of air travel over surface modes allows the airlines to command a 
much greater share of the market than bus or rail. Within the 200-500 mile 
range, however, bus, rail and air are reasonably competitive with one another. 
As distances get smaller, the time advantage of air travel shrinks and the 


difference between air fares and surface fares increases. 


The potential for intermodal competition is restricted by the extent 
of services of the three modes. The Transport Canada report included a table 
showing the frequency of service for each mode at major communities across 
Canada in 1972. The Ontario portion of the table is reproduced here as Exhibit 
15. Of the 26 communities, all had access to at least two modes, and 14 had 


service by 3 modes. 


The 1977 IBI Group report provides information on modal access for 
communities in northern Ontario. Exhibits 16 to 19 show the bus, rail and 
major air routes in the north. South of Latitude 50°N most major communities 


are served by all three modes, though some are limited to two. Communities 
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EXHIBIT 20 


TRANSPORTATION SERVICES TO COMMUNITIES NORTH OF LATITUDE 50 
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EXHIBIT 20 
(Continued) 


TRANSPORTATION SERVICES TO COMMUNITIES NORTH OF LATITUDE 50 
MODES AND CARRIERS 


Algoma Central 


WY el coms 
cs ©O 
oan ox eS) 
c& wis < 
Besse f 
Y © of O 
1974 Zo at i 
PLACE NAME POPULATION TRUC 
Moose River iv¢ FRY | Learned 
Moosonee 1793 | | 0 Rts 
Nakina 621 feces sa Gia te 
‘Ogoki heaton tk | | 
(Onakawana 3 bola Bue 
(Qsnaburgh House Cs a ee 
Otter Rapids Dios le ao | 
iPagwa River 58 bays oy | - 
Patricia BOR an 
Perrault Falls | 8 Ore el es 
|Pickle Crow Mra ee | eel 
Pickle Lake 184 tia Y | ae 
Pikangikum aa cn te ee | 
Ranoke 8 a0 | aie 
Red Lake 2159. JA Ne 
iRenison - / | | ae a 
‘Round Lake | HM a 
Sandy Lake 18 ec ie eae 
Savant Lake 202 aa VE Ma 
Sioux Lookout 2826 ee 
Smoky Falls 53 | Llane | 
Starrat Olsen 88 bu Eon ih Gita 
Superior Junction! 7 ete i | Re 
iTashota | ] | | | Ne 
iThaddeus Bag ke na 
Windigo Lake | ae au 
Winisk : | | | 
ie eee 


Wunnummin Lake 


LEGEND: 

X : Service Provided 

A: Unrestricted Truck Service to Specified Points 
T : Truck Service Involves Transfer 


Source: Published timetables (Summer, 1977) of passenger carriers 
"Ship by Truck Directory",Ontario Trucking Association 


Source: IBI Group, 1977 
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EXHIBIT 21 


ANNUAL PERSON TRIPS BY MODE 
BETWEEN TORONTO AND 6 URBAN CENTRES 
1976 


TRIPS ( 'OOO’S ) 


CITY PAIR 


TORONTO — MONTREAL 
TORONTO — OTTAWA 
TORONTO — LONDON 
TORONTO — WINDSOR / DETROIT 
TORONTO —- SUDBURY 
TORONTO - NORTH BAY 


TOTAL TORONTO 1789 1105 6511 Pallas 


SOURCE : VARIOUS CARRIER AND OFFICIAL STATISTICS. 


Source: Transport Canada and Ontario Ministry of Transportation 


and Communications, Southern Ontario Multimodal Passenger 
Studies, September, 1979. 


RAIL AUTO | TOTAL 
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ITI-2 


served by all three include: 


Kenora Thunder Bay Kapuskasing Sudbury 
Fort Frances Wawa Timmins North Bay 
Dryden Sault Ste Marie Kirkland Lake Earlton 
Atikokan Chapleau Elliot Lake 


North of 50° latitude, however, access to passenger services is much 
more limited. About one-third of the communities have rail service, slightly 
less than 20 percent are served by "third-level" air carriers, one is served by 
NorOntair, and only two have access to bus service. Exhibit 20 shows the range 


of transportation services in these communities. 


The 1979 Transport Canada report provides data on modal shares in 
passenger transportation in southern Ontario. Intercity travel within this 
area generally consists of trips shorter than 500 miles and thus all three 
modes have an opportunity to be reasonably competitive with one another. The 
three public modes are, however, dominated by the private auto which has about 
64 percent of the total market between Toronto and 6 urban centres (see Exhibit 
21). Air serves 18 percent of the total market between these same city pairs, 
and captures as much as 37 percent on individual routes (Montreal-Toronto). Rail 
and bus carry on average less than 20 percent of the passengers between Toronto 
and these 6 other cities. Rail has a larger share than bus in the Montreal- 
Windsor corridor, but a lower share on other routes such as Toronto-Ottawa and 


Toronto-Sudbury. 


Exhibit 22 shows the modal shares for each of the 6 city pairs. These 
figures by themselves tell a great deal about the relative levels of service 
offered by the various modes. For example, Ottawa, Sudbury and Windsor are 
about equidistant from Toronto (240 miles), yet the modal shares on travel 


between them and Toronto are quite different. Ottawa has the highest proportion 
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EXHIBIT 22 


MODAL SHARE OF INTERCITY TRAVEL 
FOR 6 CITY PAIRS 
1976 


‘SUDBURY NORTH BAY 


OTTAWA 


MONTREAL 


LONDON 


WINDSOR 


Source: Transport Canada and Ontario Ministry of Transportation 


and Communications, Southern Ontario Multimodal Passenger 
Studies, September, 1979. 
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RETURN TRIP FARE IN DOLLARS 


EXHIBIT 23 


COMPARISON OF 1974-1978 RAIL, AIR AND BUS FARES 


Montreal-Ottawa 


60 Air 
(Economy) 
50 
Air 
(Excursion) 
40 
i cdetRaLd 


20 


10 


yg a af ef IR ay 
74 US) UG 77 78 


No air excursion fares for July 1975. 


Montreal-Toronto 


120 
Air 
(Economy) 
100 
Air 
80 (Excursion) 
wort eRail 
(Club) 
60 
ae dis 
40 Wee cRed, White) 
iene Screen i ae 
20 i : 


Re Creer ork aod, OF 
74 75 76 VY 78 


OCN Blue Fare plus 10 percent. 


Montreal-Quebec Air 
(Economy) 
60 
50. Air 
x-..,(Excursion) 
Rail 
tes 
30 ae 
any 
(Red, White) 
20 * 
_- "= Bus 
uo--8---a--- 
10 o 2 


Fogo) Fd ers Pete: 
74 US 76 77 78 


Ottawa-Toronto 


120 
100 
Air 
(Economy) 
ole Air 
(Excursion) 
60 
40 
20 
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RETURN TRIP FARE IN DOLLARS 


Source: Canadian Transport Commission, Corridor Rail Services: 
Review of Fares and Revenue, Report No. 40-79-04, April, 1979 


RETURN TRIP FARE IN DOLLARS 


EXHIBIT 23 
(Continued) 


COMPARISON OF 1974-1978 RAIL, AIR AND BUS FARES 
MONTREAL-LONDON 


120 Air (Economy) 
inca Raids CGLOb) 
100 
Air (Excursion) 
80 
UH hs eo 
eee f Rail (Red, White) 

40 Coa---1" KR Bus 


o 16] 


2” aes Sime SMe eae Pe se 8 8 
74 Te) 76 i 78 


MONTREAL-WINDSOR 


140 Air (Economy) 
ZO 
aoe eRail (Club) 
100 
Air (Excursion) 
80 
Bus 
60 : 
WK_"__ Rail (Red, White) 
40 


Femi beads /°Fe J.) Fe 
74 Vf 76 iG) 98 aks 


O CN Blue Fare plus 10 percent. 
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of air travel and the lowest by rail, reflecting, in part, the high level of 
air service and the relatively poor level of train service. Windsor, which 
has the lowest level of air service of the three cities, also has the lowest 
proportion of travel by that mode and the highest proportion of rail and auto 
travel. The 3 cities along the Montreal-Windsor corridor; (Montreal, London, 
Windsor) whieh has good rail service, have the highest proportions of rail 
travel (17, 11 and 11 percent, respectively) and the lowest proportions of bus 


travel (5, 5 and 4 percent). 


The degree of competition between modes is reflected not only in the 
factors of service frequency and travel times but also in fares. The Canadian 
Transport Commission (1979) report contains a comparison of rail, air and bus 


fares between 6 city pairs in the Quebec-Windsor corridor from 1974-78. 


Exhibit 23 illustrates the comparison of rail, air and bus fares. 
In general, bus fares matched CN Red fares and were less than CN White fares, 
except on the Montreal-Quebec route where until February, 1978, bus fares were 
lower than both types of rail fare (up to 25 percent lower than Red fares). 
The introduction of the Blue plus 10 percent plan in 1976 reduced return chap 
rail fares to as much as 30 percent less than comparable bus fares. For the 
most part, CN Club fares were higher than excursion air fares, but economy air 


fares exceeded Club fares in all cases by a substantial amount. 


The fare data used to plot Exhibit 23 are given in Exhibits 23, 25 and 
26. Exhibit 27 provides up-to-date fares for the 6 city pairs. The CN fares 
used in the CTC analysis have been replaced by VIA Rail fares. For all 6 paivs, 
bus fares are less than rail fares, ranging from about 5-25 percent less for 


regular fares but only about 0-10 percent less on excursion fares. Air fares, 
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EXHIBIT 24 


1974-1978 CN TRANSPORTATION AND CLUB CAR FARES 


Montreal- 

Ottawa 

1974 Feb. $10.00 
July L240 

1975 Feb. 1200 
July 13.00 

1976 Feb. 12:00 
July 14.00 

1977 Feb. 1300 
July 15.00 

1978 Feb. 13250 

Montreal- 

Ottawa 

1974 Feb. $22.00 
July 26,50 

1975 Feb. 28.00 
July 29.00 

1976 Feb. 28.00 
July 30.00 

1977 Feb. 317/00 
July 333.00 

1978 Feb. 33200 


Source: 


Montreal- 


Quebec 


Montreal- 


Quebec 


Montreal- 
Toronto 


Montreal- 
Toronto 


Canadian Transport Commission, 


Ottawa- 
Toronto 


Ottawa- . 


Toronto 


Montreal- 


CN RETURN TRIP TRANSPORTATION CHARGES 


London 


CN RETURN TRIP CLUB FARES 


Montreal- 


London 


fontreal- 
Windsor 


Montreal- 
Windsor 


$65.00 
79.00 
81.00 
88.00 
97.00 
105.00 
105.00 
112.50 
112.00 


Corridor Rail Passenger Services: 


Review of Fares and Revenue, Report No. 40-79-04, April, 1979 
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1974-1978 ECONOMY AND EXCURSION AIR FARES 


RETURN TRIP ECONOMY AIR FARES 


Montreal- Montreal- Montreal- Ottawa- Montreal- Montreal- 

Ottawa Quebec OLrOn to.” Toronto Londen Windsor 
1974 Feb. $28.00 $38.00 $ 60.00 $50.00 $' 7.0'..00 $ 84.00 
July 32.00 44.00 68.00 567.00 80.00 92.00 
1975 Feb. 36.00 48.00 74.00 62.00 86.00 100.00 
July 46.00 58.00 84.00 72'.00 96.00 110.00 
1976 Feb. 46.00 56.00 84.00 oe) 721,00 96.00 100.00 
July 50.00 60.00 94.00 78.00 104.00 20.00 
1977 Feb. 54.00 60.00 LO2400 84.00 142;..00 128.00 
July 58.00 64.00 108.00 90.00 526700 138.00 
1978 Feb. 58.00 64.00 108.00 90.00 120.00 138.00 


RETURN TRIP EXCURSION AIR FARES 


Montreal- 
London 


Ottawa- 
Toronto 


-Montreal- 
Windsor 


Montreal- 
Toronto 


Montreal- 
uebec 


Montreal- 
Ottawa 


1974 Feb. $26.00 $ 58.00 
July 22.00 30.00 64.00 
1975 Feb. 26.00 34.00 77.00 
July = 74.00% 
1976 Feb. 36.00 74.00 
July 35.00 42.00 84.00 
1977 Feb. 38.00 42.00 90.00 
July 44.00 48.00 104.00 
1978 Feb. 44.00 48.00 104.00 


* Nordair excursion fares. Air Canada and CP Air did not have excursion 
fares, in July, 1975. 


Source: Canadian Transport Commission, Corridor Rail Passenger Services: 
Review of Fares and Revenue, Report No. 40-79-04, April, 1979. 
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EXHIBIT 26 


1974-1978 RETURN TRIP BUS FARES 


Montreal- | Montreal- | Montreal- Ottawa- | Montreal- | Montreal- 

Ottawa Quebec Toronto Toronto London Windsor 
1974 Feb. $10.00 $25.50 $26.90 $2250 $35.95 $43.95 
July 10.00 13.50 26.90 Zi230 35395 43.95 
1975 Feb. 20.75 13450 28.80 22.80 38.90 47.05 
July 10375 137,20 28.80 22.80 38.90 47.05 
1976 Feb. 11,90 14.65 31.75 25.10 41.85 50.00 
July L390 14.65 Sis.7 5 25.10 42.90 51.90 
1977 Feb. LEO 14.65 eo BA Aae1L0 42.90 51.90 
July 12485 16.95 34.30 21%20 47.80 58.85 
1978 Feb. L2en5 19.80 34.30 ZIe20 47.80. 58.85 


Source: Canadian Transport Commission, Corridor Rail Passenger Services: 
Review of Fares and Revenue, Report No. 40-79-04, April, 1979 
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EXHIBIT 27 


RETURN TRIP FARES, JULY 1980 


MONTREAL- |MONTREAL- | MONTREAL- | OTTAWA- | MONTREAL~ | MONTREAL- 
OTTAWA QUEBEC TORONTO TORONTO | LONDON WINDSOR 


VIA Rail 


Regular Fare 
3-Day Excursion 
Club Fare 


Air Canada 


Economy 
Weekend Excursion 


Voyageur Colonial 


Regular Fare 
3 or 5-Day Excursion 


*5-day excursion on Montreal-Toronto portion, 3-day on remainder. 


Source: VIA Rail, Air Canada and Voyageur Colonial Information services, 
July 7, 1980. 
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EXHIBIT 28 


INDICES OF RELATIVE FARE CHANGES 
JULY 1972 = 100 


MONTREAL-OT TAWA MONTREAL- QUEBEC MONTREAL-TORONTO 


1972 73 74 75 76 77 


OTTAWA-TORONTO MONTREAL-LONDON MONTREAL-WINDSOR 
i} 0 


1972 73 74 Tf) 76 77 
Yeor 


1972 73 74 7§ 76 77 
: Yeor 


Source: Canadian Transport Commission, Corridor Rail Passenger Services: 
Review of Fares and Revenue, Report No. 40-79-04, Aprit, 1979 
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both excursion and economy, are a minimumo0f about 20 percent higher than rail 


Club fares. 


The CTC analysis also provided indices of relative fare changes for 
the rail mode compared to the air and bus modes.* These are shown in Exhibit 
28. The indices were constructed by indexing the individual rail, air and bus 
fares for each city pair and then taking the ratio of air and bus fares to the 
rail index. Return economy fares for air, coach, rail fares and standard bus 


fares were used in all cases. 


The comparisons in Exhibit 28 show that increases in rail fares ex- 
ceeded the increases in air and bus fares during 1972-74 by amounts ranging 
from 5-20 percent. Increases in air fares have exceeded rail fare increases 
Since the onset of rapidly rising oil prices in 1973. In 1973 bus fares in- 
creased relative to rail fares for all city pairs, but this was reversed in 
1973-75 when rail fares rose sharply relative to bus fares. From 1975-77 bus 
fares increased relative to rail fares, although over the 1972-77 period as a 
whole, rail fares increased by an average of about 12 percent more than bus 
fares for the 6 city pairs, thus adding a competitive advantage to bus trans- 
port. From July, 1974 to July, 1980, however, percentage increases in bus 


fares were on average about 3 percent more than rail fare increases. 


The greatest net change in air fares relative to rail fares occurred 
on the short-haul Montreal-Ottawa route. For longer routes the relative in- 
crease in air fares was much less, which suggests the incentive to shift from 


air to rail has been greatest on the short routes. 


*An index for auto "fares" was also constructed, though it is not discussed here. 
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SUMMARY 


The extensive coverage of bus routes in southern Ontario means that 
the rail mode faces competition from the bus on all rail routes. The reverse 
is not true, however, as there are many bus routes without rail competition. 

In the heavily travelled Quebec-Windsor corridor, competition between bus and 
rail appears quite intense; the modal share data show rail to attract the 
greater share of the passenger market in this corridor, though bus has the 
greater share outside the corridor where the level of rail service is lower. 
Within the corridor bus and rail fares are competitive with one another with 
the bus having some advantage in all cases. Air fares are substantially higher 


than bus or rail fares on all routes. 


In northern Ontario rail service is more extensive than bus or air 
service. South of Latitude 50°N, however, most major communities are served 
by all three. North fo 50°N, public passenger transport is overall less access- 


ible. Rail and air are the dominant modes in this area. 
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IV - INTERMODAL COMPETITION IN FREIGHT TRANSPORTATION 


Intermodal competition in freight transport, particularly between 
rail and truck, is perhaps the most widely addressed of the topics covered 
in this paper. Transport Canada (1975), Heaver and Nelson(1977, 1980), Scott 
(1978), Taylor (1979) and Wolff and Kuczer (1979) examine the issue from a 
general, national perspective, while McLaughlin (1978), Ontario MTC (1975, 
1979), IBI Group (1977), Ontario MIT (1980) provide data specific to Ontario. 
The general conelusions of Heaver and Nelson and of Taylor are summarized first, 


followed by a presentation of data taken from the other sources. 
HEAVER AND NELSON (1977) 


The authors' main conclusions with respect to intermodal competition 
in transport markets since 1967 are that the McPherson Commission was correct 
in viewing it as a pervasive force affecting most commodity movement and that 
the Commission was also correct in recommending that the railways be given wide 
freedoms to set freight rates. The evidence of the case studies, and of other 
published studies, suggests that the reach of trucking competition has continued 


to increase since 1967. 


The ability of the railways to respond to intermodal competition has 
been important in enabling them to react immediately to competitive pressures 
and, thereby, retain profitable traffic which might otherwise have been lost. 
It has also been important to shippers, as they have been able to use inter- 
modal alternatives (both actual and potential) to gain redudttons in rail rates 
and to stimulate the railways to more efficiency, both by reducing costs and 


rates and by improving services. The authors note, however, that it is not 
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possible to measure quantitatively the extent to which intermodal competition 
influences railway rates and services. In part, this is because of the inad- 
equacies of Canadian transport statistics, but more importantly it is because 


of the nature of dynamic competition in transport. 


The authors point out that intermodal competition is not an effective 
constraint on railway pricing practices on all traffic. The major bulk commod- 


ities of grain, caal, potash and sulphur in western Canada are obvious examples 


of commodities only affected to a limited extent, or not at all, by trucking 
competition. Nevertheless, this does not mean that trucking competition is 
a regional phenomenon. Such a view may lead to both an underestimate of the 
importance of trucking in the west and an overestimate of its pervasiveness 


in the east. 


R. B. TAYLOR (1979) 


In a paper to the Canadian Transportation Research Forum, entitled 
"Transport Competition - Advantages and Limitations: A Shippers' Perspective", 
Taylor identified three categories of shippers (these refer to manufacturers): 


a) shippers having a large volume of bulk commodities and/or 
carload or truckload shipments; 


b) shippers whose volumes are smaller and whose shipments 
are generally in less than full truckload or carload 
quantities; 
c) shippers of small shipments generally a few hundred 
pounds or less. 
Taylor, who is Director of Transportation for the Canadian Manufac- 
turers' Association, states that competition for the freight shipments of the 
first group is generally aggressive in the industrially developed regions of 


Canada. However, he concludes that the National Transportation Act of 1967 


offers too little protection to the shipper who is captive to the rail mode. 
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While the provisions of Section 23 of the Act*may have had some salutory ef- 
fect on railway pricing, they have not proved to be a practical avenue of 


relief. (Section 23 is discussedfurther at the end of this chapter). 


Taylor states that for the second group of shippers, price compet- 
ition between modes is less evident and price or service competition between 
the carriers in a particular mode frequently appears to be non-existent. 
Whereas the carload or truckload shipper finds carriers receptive to re- 
ducing rates to meet market competitive situations for particular commodities, 
carriers appear to have little, if any, flexibility when dealing with similar 
situations for less than truckload quantities. Taylor concludes that the 
shipper in this category has little, if any, opportunity at least in practice 
to benefit from modal competition. Frequently, if he wishes to ship he may 


do so only at a predetermined, established, and inflexible price. 


Shippers in the third category have the greatest number of alter- 
natives for shipping goods. These include the railway express companies who 
offer separate rate structures for small shipments, courier services, and 
various small parcel carriers, as well as the Post Office. For more urgent 
shipments air freight, express and air package services offer speedy service 
at higher cost. This area is perhaps the one where the greatest price and 


service competition is evident to date. 


i a ee 


* Section 23 of the National Transportation Act replaces Section 317 
of the Railway Act which had enabled shippers to appeal rail rates 
on the grounds of unjust discrimation. Section 23 requires shippers 
to demonstrate a prima facte case of injury to the public interest 
before a consideration of redress can be obtained from the CTC. The 
Act does not limit the definition of the public interest. Section 
23 is not limited to rates, but also applies to any act or omission 
of a carrier. 
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EXTENT AND INFLUENCE OF INTERMODAL COMPETITION - CANADA 


One measure of the extent and influence of intermodal competition is 
the proportion of rail traffic moving under competitive rates and agreed charges 
(i.e. rates which have been set in response to competitive forces). Exhibit 29, 
opposite, shows the distribution of rail traffic by type of rate as a percent 
of total ton-miles and as a percent of total revenue for the years 1951, 1963, 
1974 and 1976. By both measures the amount of traffic moving under competitive 
rates and agreed charges has steadily increased, going from 11% in 1951 to 52.5% 
in 1976 as a proportion of total ton-miles, and from 13% to 71.3% as a proportion 
of total revenue. Exhibit 30, overleaf, gives a breakdown by region of origin 
and destination of the percent of total revenue and ton-miles falling under 
the category of competitive rates and agreed charges in the years 1957, 1966, 
1971 and 1972. On both a revenue and ton-mile basis, the highest percent of 
freight shipped under competitive rates in 1972 was from Eastern to Western 
Canada at 89.6% (revenue) and 92.5% (ton-miles). The matching figures for 


Shipments within Eastern Canada were 80.8% and 76.6%. 


Another measure of the intensity of competitive pressures on the 
railways is the rate of increase of rail rates. Figures reported by Scott 
(1978) show that in 1959, on average, railways earned 1.79¢ per ton-mile 
from their total traffic mix. With the implementation of the National 
transportation Act in 1967, average revenue per ton-mile fell steadily through 
1971, at which time it was 1.36¢. By 1975 the railways' average revenue per 
ton-mile reached 1.80¢ per ton-mile, and rose again in 1976 to 2.17¢. Ex- 
pressed in constant dollars, (1949 = 100), however, average revenue per ton- 


mile has dropped from 1.35¢ in 1959 to 0.67¢ in 1976. Exhibit 31 shows average 


EXHIBIT 30 


COMPETITIVE RATES AND AGREED CHARGES AS % OF 


TOTAL TRAFFIC REVENUES (R) AND TON-MILES (T) 


REGION OF 

ORIGIN & DESTINATION 
Maritimes to Maritimes 
Maritimes to Eastern 
Maritimes to Western 
Eastern to Maritimes 
Eastern to Eastern 
Eastern to Western 
Western to Maritimes 
Western to Eastern 


Western to Western 


L957 


R 
ahd 
30.9 
18.7 
20. 
44. 


ony fos KS) 


Dae 
34. 
47. 


Oo DW Cw 


vad fe 


a 
29.2 
28.9 
24.2 
12.1 
46.7 


1966 
R 


SB) ge] nape) 
54.4/ 51. 
35.01/36. 


if 


S 


197] 
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EXHIBIT 31 


Freight Rates 


@ 

=2 Average Revenue per Ton-Mile 
: 

“e Current 

Sue 

i) 

[oe 

7) at ia nx. 

@ 

q) 


1951 6] 71 


EXHIBIT 3la 


REVENUE PER TON-MILE BY RATE CATEGORY, 
1959, 1967, 1971 AND 1974 


CATEGORY OF FREIGHT RATE REVENUE PER TON-MILE (CENTS) 


Class Rated 

Commodity, Non-competitive 
Commodity, Competitive 
Agreed Charges 

Statutory Grain Rates 

All Traffic 


Source: 


per ton-mile 


Constant ¢ per ton-miJe_- 


c— 
75 


PERCENT OF 1959 LEVELS 


Revenue per ton-mile obtained from Canadian Transport Commission, 
Waybill Analysis, 1959, 1967, 1971, and 1974, after Heaver and Nelson, 
Railway Pricing Under Commercial Freedom: The Canadian Experience, 


Centre for Transportation Studies, UBC, 1977. 
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EXHIBIT 32 
COMMODITIES CARRIED BY RAIL 


1969 1977 Annual % Growth 
| (Decline) 
Short Tons Short Tons in tons 


Live Animals 214,373 Ost 102 ,838 


Food, Feed, Beverages 20,400,105 1326 35 ,841 ,335 
and Tobacco 


Crude Materials, 10SS316,71/ = 4925 mlelde 316.443 
Inedible 


Fabricated Materials, 625907,600. . «30:51 70,838 ,202 
Inedible 


End Products, Inedible S,453,00/ 4.0 10,191,720 


Special Types of 4,164,164 2.0 12,107 ,008 
Traffic (TOFC, COFC) 


Non Carload Freight 154755105 Oe 1,143,615 


Source: STATCAN 52.207, as cited by Wolff and Kuczer. The Future of 


the Truck and Rail Modes as Carriers of Freight in Canada, 
University of Toronto and York University Joint Program in 


Transportation, Research Report No. 63, August 1979. 
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revenue per ton-mile in current and constant dollars from 1951-1976. 


Exhibit 3la shows, in current dollars, the average revenue per ton- 
mile for five rate categories over the period 1959-1974. With the exception of 
statutory grain rates, which were fixed, revenue in all rate categories declined. 


The biggest declines were in commodity rates, both competitive and non-competitive. 


The drop in real average revenue should not be construed as totally a 
result of competitive pressures, as over this period the railways have experienced 
losses of higher revenue general cargo traffic to trucking, a rapid increase in 
the volumes of bulk commodities carried and significant increases in the prod- 
uctivity of bulk commodity carriage. _These increases in productivity are re- 


flected in the proportionally greater decline in commodity rates over 1959-1974. 


Exhibit 32, opposite, highlights some of the changes in the composition 
of the commodity mix carried by the railways over the period 1969-1977. An in- 
crease in container traffic resulted in a large yearly growth of special traffic. 
The only other commodity group that kept pace with the rate of economic growth 
was Crude Materials. Tonnages of non-carload freight and live animals decreased, 


mainly due to truck competition (Wolff and Kuczer, 1979). 


EXTENT AND INFLUENCE OF INTERMODAL COMPETITION - ONTARIO 


Two studies by the Ontario Ministry of Transportation and Communications 
(1975, 1978) provide data on the use of the various transport modes by firms in 
20 industrial categories (SIC 20-SIC 39) and on complaints by firms about the 
rates and service provided by each mode. The 1975 study involved a sample of 


150 firms, while the 1978 study had a larger sample of 468 firms. Exhibit 33 


50 
% of shippers 
using truck 
common carrier 
in each 
region 


50 
% of shippers 
using private 
truck in 
each region 


50 
fot Siappers 
using mail 
in each 
region 
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EXHIBIT 33 


TRANSPORT MODES USED: BY GEOGRAPHICAL REGION 


Inbound Shipments Outbound Shipments 


TOL US.W. S.Ee Neen. TO, S.W. SE. N.ED WLW. 


a —! 

O O oO [@) O O O Oo 

gt set ced “cf sed La a cel 

+S] uy + M M4 M4 Ss 4H 

© © © © © 6) w © 

p p rs) i a) p p 

ce) iS) s) S S oO S S S G 

a oO Oo (@) 1@) “p O Oo oO O 
a q 

(@) ° e ° ° O e © r e 

5 = fx fx = A = fq 63) c 

<a 29) 143) a Zz H Ww n a a 


Province 
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EXHIBIT 33 (cont'd) ; 


TRANSPORT MODES USED: BY GEOGRAPHICAL REGION 


Inbound Shioments Outbound Shipments 


3 of shippers>° 


using? truck 
common carrier 
in each 

region for 
502,,oOr-more (of 
shipments 


2405 shippers?” 


using private 
trueky in each 
region for 
50% or more 
of shipments 


BOI EORW<' O's N. mee iN: W. TO. .S.W. S.E. ON eee 


50 
% of shippers 
using rail 
in each 
region for 
50% or more 
Of shipments 


O O O O e) Oo 1@) Oo 
ed Ta | co | oe | “4 ah “4 “4 
4 MM 4 Hy WW 4 Le 4 
10) © © © © 0} © (0) 
V Vv v 1 oe v >) v 
oO S S S cS (@) S Ss =) je 
p oO oO oO O J ‘S) oO O oO 
= S 
Oo e e e ° O e e e 
a = ea) ca) = a = 13) 103) = 
sa) UW) 4) a Za Gi 1p) ip) Fe Zz 


Source: Ontario Ministry of Transportation and Communications, Truck Transportation 


in the Province of Ontario: Phase 2 - Survey of Shippers, October, 1975 
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taken from the 1975 study, shows the extent -to which firms in 5 regions 

of the province use truck common carrier, private truck and rail for their 

inbound and outbound shipments. The fact which stands out most of all from 
these figures is the relatively heavy reliance of shippers in northwestern 


ontario on private truck and rail for inbound and outbound shipments. 


Exhibit 34, opposite, shows the percent of weight carried by the 
three transport modes on a province-wide basis. Truck common carrier is the 
mode used by most shippers who ship 50-100% of their freight by one mode. Rail 


is used least by shippers in this category. 


Exhibit 35 shows the number of shippers in the sample who use modes 


other than truck (private or common carrier) or rail. 


Exhibit 36, taken from the 1978 study, illustrates shipper complaints 
by mode and region of the Province. Taking the results from the Province as a 
whole, complaints about rail rates and service appear slightly higher than com- 
plaints about truck rates and service (6% vs. 4% on rates, 16% vs. 11% on ser- 
vice). On a regional basis, northwestern Ontario shippers appear to complain 
most frequently about rail rates and service. Exhibit 33 shows that shippers 


in this region are also the heaviest users of rail. 


The report by McLaughlin (1978), which was cited in the section on 
intra-railway competition, gives some insight into the extent of potential 
intermodal competition in the mining and forestry sectors of the Ontario 
economy. McLaughlin emphasizes that the questionnaire responses which the 
report summarizes are highly subjective and thus should not be taken to nec- 


essarily represent a true picture of rates and service offered by the various 
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EXHIBIT 36 
COMPLAINTS BY MODE AND REGION 


CENTRAL SOUTHWESTERN EASTERN NORTHEASTERN NORHTWESTERN 


NOs oe 8 No. % No. % No. % No. 
Firms Users Firms Users {Firms Users Firms Users | Firms 


TRUCK USERS... 9. 
Complaint - Rates 
- Service 
- Damage 
- Customs 
= Captivity _ 
TOTAL 


RAIL USERS _ 
Complaint - Rates 


- Customs 
_7_Captivity _ 
VOLtaAL 


POSTAL USERS 
Complaint - Rates 
ss Servalce i 
- Damage 
- Customs 
= Captivity 
“= TOLME = Gane 


% 
Users 


ONTARIO 


CENTRAL SOUTHWESTERN EASTERN NORTHEASTERN | NORTHWESTERN 
No. % 


No. % No. % No. iS No. 
Firms Users | Firms Users] Firms Users Firms Users | Firms 


“= Damage 
= CUS toms 
= CapGivacty, 


TOTAL 


Complaint - Rates 
SV Serviice 
= Damage 
— "Customs 
7 Captivity 
TOTAL 


INTERMODAL 
Complaint - Rates 
= SC rVuce 
= Damage 
=—sCusicons 
- Captivity 
TOTAL 


Source: Ontario Ministry of Transportation and Communications, 
Industrial Transportation Requirements Study, March, 1978. 
ee See eee NES UAE NUR Yiaw 


% 
Users 


ONTARIO 
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EXHIBIT 37 


RANKING OF TRANSPORT PRICES AND SERVICE CHARACTERISTICS 
BY SHIPPERS IN ONTARIO MINE AND FORESTRY INDUSTRIES 


*% Of Respondents 


All Modes Rail Truck 
Price Is 
Impediment to Sales 1Ge2 21.6 Ae ay 
Too High S25 46.0 200 
Fair 49.3 32.4 68 .6 
Reliability Is 
Unsatisfactory 8.8 T3e5 0.0 
Poor 225 Side: eS 
Good 68.7 46.6 89.7 
Quality Is 
Unsatisfactory 20 0.0 0.0 
Poor 16.9 31.4 4) 
Good 8025 68.6 94.6 


p.36 and pp.40-41 


Source: McLaughlin, G.M., The Bulk Freight Shipper's Point of View: 
A Survey on Transportation, CTC Report No. 30-78-05, 1978 
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modes or the degree of competition between them. 


In Ontario, 18% of the survey respondents were physically captive to 
one carrier, although 40% of the shippers perceived themselves as being captive. 
This perceived captivity may have been the result of there being only one car- 
rier with acceptable quality of service or rate. 13% of the shippers had access 


to more than one mode. 


Of the 40% who perceived themselves as being captive to one carrier, 
50% had physical access to more than one mode, 11.1% had access to one mode but 
more than one carrier, while 38.9% had access to only one carrier. Of the 60% 
who perceived themselves as being non-captive, 81.5% had physical access to more 
than one mode, 14.8% had access to one mode but more than one carrier, while 
3.7% had access to only one carrier. Exhibits 13 and 14 showed the shippers’ 
perceptions of service quality and price competition in Ontario. In both cases, 
rail-rail competition is perceived to be much weaker than either truck-truck 
competition or rail-truck competition. Exhibit 37, opposite, shows how the 
shippers ranked rail and truck on the characteristics of price, reliability 
and quality. For all three characteristics, rail is ranked as less satisfactory 
than truck. The report does not distinguish the rankings of shippers who per- 
ceived themselves as being captive to one mode from those with access to more 
than one mode. This information could be obtained, however, by further analysis 


of the original questionnaire responses. 


A report by IBI Group (197/) focussed on transportation issues in 
northern Ontario. Exhibits 38 and 39, which are taken from this report, il- 


lustrate the rail network in northern Ontario and show those communities which 
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are served by "for-hire" trucking. Exhibit 20 in Chapter III gives a more 
detailed picture of the transportation services available in communities north 

of Latitude 50°N. The two figures and the table show that there are many com- 
munities which are served by only one freight transport mode. Not only is there 
thus a lack of direct intermodal competition in this area, but there is also a 
lack of intramodal competition since few routes are served by more than one 
trucking company and no community is served by more than one rail carrier. While 
there are no data which show directly the impact of direct competition, the IBI 


report described the perceptions of northerners in this way: 


"Many people in northern Ontario feel that they are dependent upon 
rail transportation and that the railway companies are taking unfair advantage 
of their position. For example, many rates are based on the distance hauled 
by the carrier which may be rather circuitous rather than reflecting "point- 
to-point" distances as is the case for areas with denser railway networks. 
Another complaint is that some types of railway services are not available, 
Such as general merchandise boxcar rates and pool car and pool truck services. 


This tends to hurt low volume shippers in northern Ontario. 


“The lumber industry has identified two specific problems with oar 
to rail rates. Firstly, the transcontinental rates from west to east are less 
than those for comparable hauls from east to west. Secondly, secondary timber 
products such as particle board are treated as lumber although they are not 
as valuable and should attract a lower rate. The railways' response is that 
for some movements they have to meet competitive market situations that if 
their rates were not lower for western lumber this western lumber would not 


be sold and would not be shipped." 
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RATE APPEAL PROCEDURES 


There are two avenues through which shippers can appeal railway rates. 


Shippers who are captive to rail, and thus who do not benefit from actual inter- 


modal competition, can apply to the Canadian Transport Commission under Section 
278(1) of the Railway Act, which states: 
"278.(1) A shipper of goods for which in respect of those 

goods there is no alternative, effective and competitive 

service by a common carrier other than a rail carrier or 

carriers or a combination of rail carriers may, if he is 

dissatisfied with the rate applicable to the carriage of 

those goods after negotiation with a rail carrier for an 

adjustment of the rate, apply to the Commission to have 

the probable range within which a fixed rate for the car- 

riage of the goods would fall determined by the Commission; 

and the Commission shall inform the shipper of the range 

within which a fixed rate for the carriage of the goods 

would probably fall." 

Section 23 of the National Transportation Act replaced Section 317 of 
the Railway Act which had enabled shippers to appeal rail rates on the grounds 
of unjust discrimination. Section 23 requires shippers to demonstrate a prima 
facte case of injury to the public interest before a consideration of redress 
can be obtained from the CTC. The Act does not limit the definition of the 
public interest, nor is Section 23 limited to rates, but also applies to any 


act or omission of a carrier. 


Section 23 is apparently the most likely route for shipper appeals. 
Since the enactment of the National Transportation Act in 1967, the Canadian 
Transport Commission has decided only five Section 23 cases. With the exception 
of the Anglo-Canadian case, all were decided in favour of the applicant. A 
further nine formal applications which were made during this time were dis- 
continued prior to a hearing. The Anglo-Canadian case concerned all newsprint 


producers in Canada and thus involved major manufacturing interests in Ontario. 
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EXHIBIT 40 


SECTION 23 CASES DECIDED BY 
THE CANADIAN TRANSPORT COMMISSION 


1967-1980 
Date of Date of 

Applicant Initial Application CTC Decision 
Anglo-Canadian Pulp and May 7, 1970 March 25, 1977 
Paper Mills Limited et al* 
Saskatchewan Wheat Pool et al October 14, 1970 June 27, 1973 
(the Rapeseed Case) 
Bateaux St. Maurice Inc. May 24, 1977 September 22, 1977 
B.C. Forest Products August 23, 1977 August 17, 1979 
Limited et al (the 
Disparities Case)** 
Columbia Containers Limited March 13, 1978 October 24, 1978 


SECTION 23 CASES DISCONTINUED BY THE APPLICANT 


1967-1980 
Date of Date of 

Applicant Initial Application Discontinuation 
Prince Albert Pulp Co. Limited August 24, 1970 February 21, 1975 
Kootenay - Columbia Timber Co. April 6, 1971 January, 1975 
Asbestos perenne Transport Inc. September 27, 1971 November 26, 1971 
Neptune Terminals Limited July 27, 1972 August, 1972 
Cansulex March 26, 1976 November 11, 1977 
McIntyre Mines Limited May 3, 1976 December 27, 1978 
Canadian Cellulose Co. Limited August 26, 1976 April, 1978 
Robert Richer Inc. June 22, 1977 July 29, 1977 
Quebec Lumber Manufacturers December 27, 1978 February 1, 1979 


Association 


Often referred to as "The Newsprint Case" this Section 23 application involved 
all newsprint producers in Canada. 


The decision in this case has been appealed in a federal court. A companion 
Section 23 application, The Incentives Case, which involves railway incentive 
rates has not been heard pending the final outcome of the Disparities Case. 
The Incentives Case involves pulp and paper producers across Canada, while the 
Disparities Case involves only Western producers. 
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A companion case to B.C. Forest Products et al, which is still pending, also in- 
volves the pulp and paper companies in Ontario. Of the nine discontinued appli- 
cations, none involved Ontario interests directly, although Ontario did intervene 
in the McIntyre Mines application. Exhibit 40 lists the applications heard or 
discontinued. In addition to the formal applications there have been hundreds 
of informal ones which have subsequently been resolved in some way between the 


shipper and carrier without initiation of formal proceedings. 


There has been only one case in which a shipper, Domtar Limited, has 
applied to the CTC under the provisions of the maximum rate section (Section 278). 


The application was withdrawn, as the rate issue was resolved commercially. 


This record of cases has led Heaver and Nelson (1980) to conclude that: 


iT 
° 


. the various types of competition and rate negotiation 
appear adequate for setting most railway rates at competitive 
and economic levels, and for settling most rate issues between 
shippers and the railways. Even the discouragement of the 
regulatory costs and delay associated with a Section 23 case 
would not have made the record of cases so sparse if there had 
been significant difficulty in reaching rate accords between 
shippers and railways." 


Nonetheless, there is still wide support among shippers for revisions 
to both Section 278 and Section 23. Some groups criticize the maximum rate 
standard for fixed rates and the definition of a "captive shipper" as not 
affording them sufficient protection from excessive rates when they have no 
reasonable alternative mode of transport available. Also, there have been 
many complaints that. the regulatory procedures for appeals under the two 


sections are "too cumbersome, slow, costly, and uncertain of results" (Heaver 


and Nelson, 1977). 
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Possibly in response to this criticism the CTC, in 1978-1979, 
made it easter for shippers to establish a prima facte case for an investigation 
and decision. Despite the changes, shippers, carriers and representatives of 
provincial and federal governments are still expressing dissatisfaction with 
the slow and costly nature of the proceedings. At a recent annual meeting of 
the Canadian Industrial Traffic League CP Rail proposed an arbitration procedure, 
though there was apparently no consensus among the various parties as to the 


desirability of such a procedure in place of the current Section 23 requirements. 


The recent CTC analysis cited earlier concluded, however, that pro- 
posals to place a time limit on rate appeal procedures and to institute rate 
arbitration: 


"a) would have littlesor no effect on railway efficiency, 
productivity, service adequacy or economic viability; 
and, 


b) would be perceived by the shipping community to be an 
initiative that would increase shipper protection. 
However, there is little to support this perception in 
terms of liekly decreasing the time of a formal rate © 
appeal procedure beyond that decrease which would occur 
in any event due to more numerous precedents and the 
actions of the regulatory body under current policy guide- 
lines. Nor is it likey that the arbitration procedure, 
once details are defined, would be faster or more accept- 
albe in practice than the current regulatory protection 
clauses." 


SUMMARY 


There appears to be little objective analysis of the extent to which 
the lack of effective intermodal competition leads to higher rates or worse 
service for shippers. The reports reviewed do show, however, that some shippers 
perceive the absence of competition to result in their being charged higher rates 


and/or receiving poorer service than would be the case in a competitive situation. 
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Further studies would be required to determine the validity of these views. 


The 1975 MTC study showed that there is heavy use of truck (common 


carrier and private) and rail by shippers in the industrial categories sur- 
veyed. Common carrier trucking is used most of all. Rail and private truck 
carriers are used relatively equally, though the distribution of their use 


varies. 


Shippers in northwestern Ontario rely most heavily on rail and private 


truck and registered the most frequent complaints about rail rates and services 


Shippers generally perceive the need for improved rate appeal procedures 
to make the appeal process more accessible. There does not appear to be any con- 


sensus, however, as to the type of changes that would be effective. 
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INTRODUCTION 

The purpose of this paper is to describe the characteristics 
of the industrial uses of rail service, the potential for 
increased use and the factors which dictate the continued 


use of rail or a switch to another mode. 


From its infancy in the early 1940s, the trucking mode has 


grown rapidly to become a major freight carrier in Canada. 


- Much of their growth was at the expense of the rail mode, 


although the table below would indicate that the share of 
transportation operating revenues earned by the trucking mode 


is beginning to stabilize. 


MODAL SHARE OF FREIGHT OPERATING REVENUES 


1960 1965 1970 17> 


% S % % 
Air 056 EQ) 146 oe 
Pipeline Sl: 5.9 urd 523 
For-Hire Truck* Toe 20.01 42.4 42.9 
Rail 5 Gres S257 40.3 SMe Ns. 
Water 24.4 a Re ee) U2 ek 


Sources: STATGCAN 55-201, 52-206, 54-205, 51-206, 53-222 
and For-Hire Trucking Survey. 
* Excludes Private Trucking 
During the sixties, the truck mode grew rapidly, especially 
after the completion of the Trans Canada Highway in 1962. 
The volume of freight moved by truck increased by 130 per 
cent during the period 1960 to 1970, when it reached 35.8 
billion ton-miles. Simultaneously, the net capital stock 
invested in highways grew by 111 per cent to the level of 


10.6 billionsby 1970.9 (Transports canada, 71975) 


— 
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In some markets, for-hire trucking competes effectively with 
the rail mode. In other markets, the truck mode has evolved 
aS a dominant carrier and the railways' cost structure pre- 
cludes direct competition. The rapid growth of the trucking 
mode has proven to be an issue of confusion to many rail oper- 
ators and to a lesser extent to many economic forecasters. 

The traditionalists hold the belief that trucks cannot com- 
pete with rail over long distance or in the movement of bulk 
commodities. While this may be true on simple economic terms, 
it does not explain why many shippers use truck exclusively 
for many long distance hauls, even though’ the ton-mile 

charges may be two to three times that of rail. This seem- 
ingly ‘irrational’ decision on the part of the shipper is 
based mainly on the fact that the truck mode provides better 
service than the rail mode. Thus, the shipper is able to 
minimize his total cost of distribution by using the more 
‘expensive’ truck mode. This issue is merely one of a number 
of issues that have caused problems for transportation planners 


and policy makers. 
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RAIL USE BY ONTARIO INDUSTRIES 


The requirement for rail services in industry is of parti- 
cular importance when the movement of bulk loads, large 
equipment and dangerous products Ave cabled: “for 2 “Types Or 
companies presently moving such products are: 

aerospace - major component builders 

automotive - car assembly plants 

agriculture - livestock, grain, chemicals 

boatbuilding - large vessels and moulds 

chemicals - bulk and dangerous products 

electrical - large transformers 

housing - bulk movement of lumber, bricks and cement, etc. 
machinery - large and/or heavy equipment 

mining - heavy equipment and ores 

nuclear='Yadioactive materials 

Shipbuilding - large fabricated systems 

steel - bulk shipments 


etc. 


In addition to the above listings, it is reasonable to 
state that all low value products with large volume bulk 


requirements can best be shipped by rail. 


It should be noted that a freight train with maximum load 
can carry up to 200 tons a mile on a gallon of fuel. A 

large tractor trailer road vehicle can Carrye up to-70) tons 
a mile on a gallon of fuel. (The most economical means of 
transport is a large lake ship which can carry from. 600. to 


1000 tons per mile/gallon.) 
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Most major industries that require bulk deliveries of raw 
materials or that ship dangerous bulk or heavy loads pre- 


sently operate a rail shipping dock. 


Industry tends to use the means of Cransportation that a's 
most convenient or economical to meet their particular 
requirement. With the exception of the larger industries, 
few companies have their own rail terminal tie line. In 
the small to medium size plants the trend is towards truck 
transportation. Only when industry has a requirement to 
move heavy or bulk cargo do they find it advantageous to 
pay a rental fee to the railway companies for a rail ship- 


ping terminal. 


With the larger companies the use of rail is determined from 
project to project. In discussion with a number of the 
larger companies re their transportation needs, the following 
applies: 
1. McDonnell Douglas Canada Limited 

Airport Road, Malton 
This company has its own rail terminal which is used to ship 
the major components and assemblies from the plant. ° These 
components include all major wing units for the DC-9 and 
DC-10 series of aircraft. Because of the high precision 
of these assemblies, Special rail cars have been built to 
carry them. Precautions are taken enroute to monitor the 
degree Of vibration and shock that is applied to the cars! 
suspension system. A special vibration timer is carried 
in each wing box to monitor where and when excess vibration 


has been applied. Some wings have been damaged enroute 
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during transfer operations. The company receives large 
components by rail, however, the major proportion of their 
raw materials, sub-assemblies and tools arrive at the plant 


by road. 


This company first considered shipping their wing units by 
air using a "super guppy” transport. However, this was 
dropped in favour of rail because of the lower cost. 
2. The de Havilland Aircraft of Canada 

Downsview Airport, Toronto 
This company uses road transportation for all shipping and 
receiving. They find it more convenient to ship by this 
method. They have control over their product from the 
factory to the customer. They ship all spare parts By * 
road or by air depending on the customer's location and 
delivery requirements. Large aircraft spares and equipment 
ror overseas locations generally go by ship container. 
3s, JORTSE ene pburn : Ltd. 

Malton, Ontario 
This company is a major user of rail. They operate their 
own terminal and ship large steel assemblies on rail flat 
cars to their North American customers and to seaports for 
Overseas projects. The company also receives a large per- 


centage of their steel and heavy equipment by rail. 


Products and materials that are not excessively heavy are 
shipped and received by road transportation. Shipping by 
road allows the product to be carried directly to the job 


Site without the expense of a transfer cost. 
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4. Collingwood Shipyards 

Division of Canadian Shipbuilding and Engineering Ltd. 

Collingwood, Ontario 
This company buys the major portion of its shipbuilding 
Steel from the Steel Company of Canada Ltd. in Hamilton. 
This steel is generally delivered to the shipyard Dyer alah, 
The company always uses a means of transportation that is 
Suitable and economical to meet their needs. As shipbuilders 
they do not experience the SS delivery problems as other 
industries. 
5. Fleet Manufacturing Birds 

FOLe Brie; Ontario 
This company finds road vehicles to be their most economical 
mode of transportation. Products are high precision parts 
for the aerospace industry that must be handled with the 
utmost care. 
6. Litton Systems Canada Ltd. 

Rexdale, Ontario 
High quality products for the aerospace industry are produced 
at this plant. They prefer to ship these by road and air 
freight. They do not consider rail at this time, however, 
if they were producing commercial products they would ship 


by the most economical system of transportation available. 


Most small to medium size manufacturing companies use road 
transportation methods. They find it more convenient to 
ship direct by this method. They are also able to maintain 


CONntrolmor thelr product whi le; instrancsit: 
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It is generally easier to meet the load requirements of a 
truck as compared to rail car load weight factors. Industry 
suggests that their products are safer on a truck and receive 
faster delivery than they have experienced by rail. In 
larger load shipments where cost is a major factor, Tale 


transportation as prererred. 


Shipment of products using container systems is now being 
used by exporting companies. By this process the container 
generally leaves the plant by road, transfers to ratleand 
then to ship. Shipping by container is growing throughout 
North America and Europe. This process in the long term 


will complement the use of rail transportation in Canada. 


=the 


POTENTIAL FOR INCREASED USE OF RAIL MODE BY ONTARIO INDUSTRY 
A study of shippers in the Province of Ontario in 1975 estab- 
lished that the majority with over 1,000 employees were rail 
oriented. They used rail to transport 50 per cent or more of 
the weight of both their inbound and outbound shipments. 
Shippers faced with long distance hauls used more rail as 
well. In the category of shippers with over 1,000 employees, 
30 per cent were rail oriented while only 6 per cent of 
shippers with 100 employees or less used rail as their main 
mode of transportation. It seems reasonable that large ship- 
pers are rail oriented due to the large volume of shipment 
involved, the distance of markets, and the type of commodity 


being shipped. 


In TABLE 1 we have a numerical breakdown of the type of com- 


mOdities ‘carried by railin Canadavduring, 1977. 


TABLE 1 


COMMODITIES CARRIED BY RAIL IN CANADA, 1977 


PER CENT 
SHORT “LONS OF TOTAL 
Live Animals 1025838 x 
Food, Feed, Beverages O57 O44 3 oo eae 
and Tobacco 
Crude Material, Inedible 142,318,443 52s 
Fabricated Materials, 7078335 202 2651 
Inedible 
End Products, Inedible LO oa 20 
Special Traffic AFA OP SOMOS} 4.4 
(TORC. COFC;™ etc.) 
Non-Carload Shipments Leas 615 0.4 
212,545 1.0 100.0 


* less than 0.1% 


Source: STATCAN 52-207. See Appendix A for Explanation 
of Terms Above. 
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From the figures in TABLE 1, we see that crude materials are 
the most important commodity type carried by railways; fabri- 
cated materials are second with total tonnage approximately 
half of the former. Only about 4 per cent of the tonnage 
carried corresponds to end products which are transported 


mostly by truck. 


TABLES 2 and 3 also give some revealing quantitative compari- 
sons, the emphasis being placed on tonnage originated and 
terminated, firstly by province and then, secondly, by region 


in Canada. 


TABLE 2 


REVENUE FREIGHT CARRIED BY RAILWAYS - 1977 
(Short Tons) 


ORIGINATING % TERMINATING 3 

('000 TONS) OF TOTAL ("000 TONS) OF TOTAL 
Newfoundland 25 7193 She $520 0.6 
Prince Edward Lah Oxuk: 235 Oe 
Island 
Nova Scotia qulor DiOes 4.4 oe 2 4.7 
New Brunswick 4,859 es 6,150 285 
Quebec 547,139 LORS 81,463 30.0 
Ontario | Se yc b 2555 84,676 3 ee 
Manitoba 107256 Bie 147,935 eS: 
Saskatchewan 29,935 AEA 8) 67,262 rae: 
Alberta 23), 0723 hOS6 10,053 Shei 
British 30170) 364 Dish oO LOS 
Columbia 
Yukon and NWT dey Oo) 0.4 35 * 
Canada 242,245 100.0 20 Lp Ard: 100.0 


* less than 0.13% 


Source: 


STATCAN 52-205). 


57D 
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TABLE 3 


REGIONAL FREIGHT CARRIED BY RAILWAYS - LOTT] 
———— ee WNT LT 


PERCENTAGE OF PERCENTAGE OF 
REGION ORIGINATING TONNAGE TERMINATING TONNAGE 
Maritimes 1s: Aged, 
Central Canada 4555 G12 
Western Canada 38.28 ules ck 


source: STATCAN 52-207. 


Uneven distribution of the population, natural resources and 
industry result in large imbalances in provincial and regional 
traffic. The most unbalanced province is Newfoundland, where 
the originating freight is fifteen times larger than the ter- 
Minating freight. The most noticeable imbalance in the 
regional traffic is in the Maritimes, the percentage spread 


being explained by the iron ore shipments out of Labrador. 


Revenue freight carried during the period 1967-77 increased 
at a rate of 4.2 per cent per year, from 96 to 145 bildJaon 
short tons in 1977. Both tonnage and average line haul have 
risen during this ten year period. An annual growth of 2.6 
per cent in tonnage carried, plus an increase of 1.8 per 
cent per year in average line haul show that the rail mode 
is becoming increasingly dedicated to carrying long distance 


bulk freight. 


Average car capacity has also been growing continuously. 
In the period 1971-76, capacity per car increased by. 12"per 
cent. Freight carrying capacity of our rail system increased 


by 1.8 per cent per year to 13,258,720) Short tone ‘in 1977. 
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In this same ten year time frame, the length of track oper- 
ated increased marginally by about 1 per cent to 43,476 
miles of first main track and a total of 59,022 miles for 


all ‘types: Of Crack. 


TABLE 4 


COMMODITIES CARRIED BY RAIL 


ANNUAL % 
GROWTH 
1969 L977 (DECLINE) 
soon SHORT TONS S SHORT TONS & IN TONS) 
Live iAnimadks 24s 313 OU 102), 828 * (9.6) 
Food, Feed, 
Beverage and 28/408; LOSn eho Or ogo yo Oae bos 2g 
Tobacco 
Crude Materials, 
TInedible IW CRs Hage Ws Men Wal 2 KS gle AVE soo lle tT VME Sedo eis IL Ay, 
Fabricated 
Materials, 62,907, 600ue30.21") 70,7838, 202" 12 Grn hens 
TInedible 
ales BSL NK 8.453, 6378 | Smee Ontone 72cm iG Dee 


TInedible 
Special Types 
of Traftiue 4,164,164 2° OME 2) AUOH O08 4.4 Vases 
(TOE-C7 1 COPCG) 

Non Carload 

Freight b475 105 ORG 1 VA BOD 0.4 (3220 
Soruce: STATCAN 52-207. 


Looking at the period, 1969-77 (TABLE 4), there were a number 
of changes in the composition of the commodity mix carried by 
rail. A marked rise in container traffic during this ppersca 
resulted in a large yearly growth of special traffic. Within 
this category we have mixed carload freight, piggyback (TOFC) 
motor common carrier trailers, piggyback (COFC) motor common 


carrier containers, piggyback (TOFC) other trailers and 


ie 


piggyback (COFC) other containers. The other commodity that 
also kept pace with the growth of the economy was crude 
materials. The tonnage hauled for non carload freight and 
live animals decreased, mainly due to increasing truck com- 
petition. Comparing the numbers for crude materials for both 
1969 and 1977, we notice a trend toward specialization as an 
increasingly larger percentage of capacity is dedicated 


toward this commodity group. 


Considering the nature and location of desired facilities 
and services by firms, the MTC Industrial Transportation 
Study of 1978 found that approximately 30 per cent of the 
firms interviewed indicated a desire for facilities or ser- 
vices which were not available to them at the time they were 
surveyed. Three times as many respondents expressed a 
desire for services as compared with facilities and half of 
all service improvement requests were directed at trucking. 
Rail and air service improvements received considerably less 
attention. Respondents desiring improved facilities were, 
however, in large part, interested in additions to rail 
infrastructure. Truck and water facility additions were 


mentioned only one-third as often as rail facility additions. 


Truck, express, and air modes were similar in that there was 

a much greater frequency of requests for services than facil- 
ities among those modes. This was contrasted by the rail mode 
in which the frequency of requests for additional facilities 
and services were roughly equivalent. This suggested that 
respondents generally perceived truck, express and air ees 


structure to be adequate for their needs, but felt they were 
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being offered limited services for one reason or another. 
Rail improvements concerning facilities were concerned with 
acquiring rail sidings for handling carload shipments. This 
desire may be in response to increasing transport costs by 


truck and/or increasing volumes of production output. 


Given this information, we can reasonably infer that there 
is, indeed, substantial potential for an increased use of 


the rail mode by Ontario industries. 


Looking briefly, therefore, at railway technology, the major 
debate therein appears to centre on the issue of electrifi- 
cation. In the event that oil prices rise dramatically, a 
very plausible assumption, electrification could become a 


viable consideration. 


Unit trains stand to become an important force in rail 
freight movements. Unit trains are expected to increase 
tonnage carried and more commodities are expected to join 
the list of goods carried by these trains. It is projected 
that equipment will get better, lighter and more durable. 
At the present time, in Canada, unit trains move such pro- 
ducts as: syacid,, logs, potash; gypsum, lamestone,) sulphux, 
coal, iron, ore pellets, and phosphate rock. Increased 

use of unit trains will require special track maintenance, 
frequent inspections and possibly new rail equipment. Unit 
trains, containers and trailers will increase the load per 


Car. 


New developments in car locating equipment are anticipated 
coupled with the use of a computer for scheduling and 


switching--a move that will reduce transit time. 


ee 


When summed, these technological changes become a central 


factor in the future development of the rail mode. 


The supply and cost of capital are also very important 
factors in railway expansion. Major capital expenditures 
arerequired in the following ‘areas: 

(a) rail electrification, 

(b) capacity expansion throughidouble -tracking, 

(c) infrastructure for multimodal systems, 

(d) rolling stock--locomotives and cars, 

(e) maintenance of the existing overall system, 


(£) computer based information and management systems. 


It is also interesting to note that energy costs, more 
Specifically, the cost and supply of diesel fuel is not as 
critical for the railways as it is for the trucking mode, 
due to rail's more efficient energy usage. Energy costs are 
also a much smaller component of the total cost of railways. 
Electrification exists as an excellent alternative should 
the situation arise. Indeed, the long run significance of 
escalating energy costs and diminishing supply are much more 


pronounced in trucking than in rail transport. 


It should also be mentioned with respect to labour costs 
that railways have been able to achieve increasing produc- 
tivity from their labour force during the past ten years. 
Continued improvements in the operations of the railways 
(longer trains, unit trains, etc.) should balance expected 
increases in labour costs. The railways are not as depen- 


dent on labour as a means to increase output and as a result 


Should not be as vulnerable to future shortages in the labour 


rorce . 
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CHANGES FROM RAIL MODE TO ALTERNATIVE TRANSPORTATION MODE 
AND POSSIBLE REASONS FOR THE SHIFT 
By 1975, the trucking mode was the carrier of 18.3 per cent 
of the total freight tonnage of 636.1 million tons moved in 
Canada. Rail mode enjoyed 35.8 per cent of total tonnage, 
marine mode accounted for 27.2 per cent and pipelines had 
18.8 per cent of the total Canadian tonnage. However, 
despite its low share of tonnage as compared with other modes, 
trucking had the largest share of operating revenue in 1975-- 
42.8 per cent iof the.5,400.midl ton. dollarstomutmerqntyeraia. 
port revenues. On the revenue side, rail's share was 37.7 
per cent, water had 12.3 per cent, pipeline enjoyed 5.2 per 


cent and air accounted for 2 per cent of total revenue. 


In the last 20 years, more and more shippers are using the 
truck mode to move a wider range of commodities. From 1960 
to 1975, the trucking mode increased its share of revenues 
by 17.6 per cent while rail's share decreased. by 15.7 per 


cent. 


The increase in truck share can be explained in part by the 
increase in the relative proportion of manufactured goods 

in freight movements and the deconcentration of manufacturing 
activities from the core of major urban areas which were 
served by rail and marine. The growth of manufacturing has 
been more than twice that of the primary sector. The ship- 
ment of manufactured goods originating in Toronto and Montreal 
between 1960 and 1975, fell from 17| per cent tovlO0gper scene 

of total volume shipped. (MOT, 1978) This trend is expected 
to continue throughout Canada, causing an increase in wee 


for the trucking mode. 
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The expansion of the highway network during the sixties 
allowed the truck mode to reach new markets and considerably 


increase its volume of operations. 


Considering Ontario and her lumber industry as an example, 
the growth rate of lumber exports to the United States from 
1966 to 1976 was approximately 10 per cent per annum. 
Between 1970 and 1975, Ontario producers shipped roughly 6 
per cent of Canada's total lumber exports to the United 


States. 


During the 1966-76 decade, the absolute volume of lumber 
handled by the rail mode remained fairly constant. However, 
as a result of a tremendous increase in the volumes of 
Ontario lumber exports being transported by truck, the rail- 
ways' relative share of lumber exports declined from 61 per 
cent in 1966 to only 25 per cent in 1976. During this 
period, the highway mode increased its share of this *tratfie 
both in absolute and relative terms. In absolute terms, the 
volume of lumber transported from Ontario to -the United States 
by the highway mode increased from 95 million FBM (foot board 
measure) in 1966 to 454 million FBM in 1976, while in 
relative terms, the highway carriers increased their share 

of the traffic volume from 40 pers centyini 1966410: /Sapern, cent 


A LOW 6. 


Softwood lumber from Ontario to the United States enjoyed 
relatively stable growth during the decade under considera- 
tion, rising from 140 million FBM in 1966 to 573 million FBM 


inj 976. In 1966, the rail. mode carried 60 per cent of this 
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traffic. However, the railway share of softwood lumber 
exports declined continuously to only 25 per cent in 1976. 
During the same period, the highway mode increased its share 
of softwood traffic from 40 per cent in 1966 to 74 per cent 
in 1975. In absolute terms, the highway mode increased its 


share from 58 million FBM in 1966 to 424 million FBM in 1976. 


The relative shift towards more truck usage may have resulted 
from more and better highways, and technological improvements 
in trucking which have allowed highway carriers to offer more 
competitive rates and/or better, more reliable and faster 


service than that offered by rail carriers. 


The transportation of lumber by road is generally cost and 
service competitive with the rail mode for short haul traffic. 
Conseguently, much of Eastern Canada's lumber exports to the 
northeastern United States are transported by road. In many 
instances, the decision to employ road transport as opposed 

to rail is simply influenced by the absence of rail facilities 
at either the loading or unloading point, comparative owner- 
ship costs of vehicles by the producer or customer, road 
standards and other factors which vary from one region to 


another. 


Apart from transportation rates, some shippers may have 
turned to truck haulage due to difficulties in railway car 
supply--an issue often raised by lumber producers. The 
trucker, because of his flexibility can often offer better 
and more responsive service, particularly to United States 


market locations. 
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FACTORS WHICH AFFECT THE SHIPPER'S CHOICE OF TRANSPORTATION 
MODE 


In a Government of Ontario shippers' survey, the following 

factors were highlighted (MTC, 1975): 

1) Relatively more shippers in medium and small cities 
employ private truck. 

2) Truck common carrier was being used by a large proportion 
of shippers in industry groups such as tobacco, textiles, 
furniture, electricals and commodities defined as low 
volume-high price and awkward units. 

3) Private truck shipping was used extensively in the fol- 
lowing sectors: food and beverages, wood, lumber, paper, 


retail trade and low value-high volume commodities. 


The most important factors mentioned by the shippers as 
decision variables affecting their modal choice were: 
1) Gost 

2) Speed of Delivery 

3) Special Commodity Characteristics 


4) Immediate availability 


The main criteria indicated by shippers in the survey for 
carrier selections were related mostly to service variables: 
consistent on-time delivery and reliable pick-up counted 

for 5oqperc-centeof the most important criteria/for modal 
selection. As well, shippers indicated that transit time and 
undesirable performance most often triggered shifts to 
alternate carrier modes (they make up 46 per cent of reasons 


for change). 
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Considering the rail mode transportation sector, several 


points can be made about the nature of services. 


1) Frequency and Time in Transit 
The frequency of service by rail is at least daily for 
most major city pairs and somewhat less frequent for 


those pairs with less traffic density. 


Rail transit times are comparable to those of truck for 


container and piggyback traffic. 


2) Reliability 
Loss, breakage and delays have usually been worse for 
rail break-bulk general cargo traffic than for truck. 
Improvements in reliability have been achieved in rail 
with the advent of containers and piggyback operations, 
but the mode is still nore susceptible to delays and 


strike interruptions than truck. 


A recent CTC survey of shippers in the forest and mining 
industry found that carrier delays ranked fifth in a 
list of shippers' problems and it was stated as a major 
problem by about 6 per cent of shippers surveyed. 


(McLaughlin, 1978) 


TABLE 5 shows the percentage ranking assigned by the 
shippers in the survey to quality and reliability for 
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While most shippers are satisfied with the quality of 


service, reliability is a reason for complaint in most 


cases. 

TABLE 5 

LEVEL OF SERVICE’ ~* RAIL 

RELIABILITY QUALITY 
he LEVEL (3 OF ANSWERS) (3 OF ANSWERS) 
Unsatisfactory 2453 Be ed 
Poor Pas ee} 20'3'S 
Good 46.4 665, 1 


Ssource:. McLaughlin, 1978 


Equipment Availability 

One of the major problems facing shippers from the forest 
and mining sectors was the lack of equipment and the poor 
equipment conditions which ranked high in a list of major 


problems indicated by shippers as shown in TABLE 6. 


TABLE 6 


RAILWAY COMPLAINTS 
FOREST AND MINING INDUSTRIES 


ak RANK PER CENT 
aed PROBLEMS FOREST MINING FOREST MINING 
Lack of Equipment 1 2 34440 ZO RT 
Poor Equipment 3 S| ae LZo 


Conditions 


Source: McLaughlin, 1978. 


In this survey, shippers felt that railways had not done 
enough to maintain an up-to-date inventory of modern, 


efficient and specialized equipment. 
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Live animals (C.L.) 


Cattle .recveeccevececerrerrercccscccersssensceees 
SUING vecesercecerrorersssesscrsececcceseeessecees 
Horses, mules and donkeyS .-.--e-ersseeorscccoeces 
Live animals, N.€.B. cesrsrercscrcecsccscccceseces 


Total cercecccccccscccscrececcccersesesesecccers 


Food, feed, beverages and tobacco (C.L.) 


Meat, fresh or chilled ......- Sieie Wena slecels clereeretela'e 
Meat, frozen ..eececeeceseecccccccccecvsseccnces 
Meat and meat preparations, N.€.8. ceoceeeeeeoee 
Fish and marine animals .....-ccecccecessccvcecs 
BULteTr were eee r ere ew cesses ssvoscrvesseessseese 
Cheese wnccrccccccecccceresevssencscccesscsccccs 
Dairy produce, n.e.8., eggs and honey ..-ccccces 
2) eee 
Corn Bieiniritis =)» 9\0[00\s ose nieve cceciereecwiovensccisewcise 
OatS ccc eee r ccc cccrencececerercccsassenseseece 
OF) SSR ODODOOOODDOCOOOOOOOOUCOO Soom OC Oro inr 
RYE ce eeer creer ecescereeesreceroevecescee steers 
| OS. SASS SIRO RAOOODOODIDODOOUOC ODOC COCCI OnIOS 
Cereals unmilled, n.€.5. ..ccccccccccccccccccccs 
Corn meal and flour ........+-- weaceccccccsccces 
Corn starch 2... seeeecceerees Rslele a Rene bh escw ces 5.0% 
Malt and malt flour .....-cccccccccccccsses eae gon 
MINBAL LLOUL 6c csccccccccccccvcccccccccveccscccess 
Cereals milled, n.e.8. ...-- BAS OOOO ROCIO 
Bakery productS ..ceeseesceeercsccccee ooccecccene 
Cereal productB ....ceeecesercccccccceccccevecces 
Farinaceous substances and flour, n.e.s., for use 
as food. 
Apples ....-ceeeece rece ccceeeccccecccecee a jate Sten ear 
Bananas ...-seceecreseseees se cwsccevesescccccnce ss 
Oranges .....-ccececeeseseccsecce ec rovcccccccccecs 
Meher Citrus Fruits ..-..ccccccccccccccccccccccee 
Grapes ...seeeeeeees occ c ec er nsec cccvesrrvcccscceses 
MBEETMELONS 2c cece ccccccrcccccccccccccccescoscess 
Cantaloupes and melons, N.€.8. cesseeeees eialeracsisraiels 
MRACHES 220s ccrcvcccccccccccs ce bcenccescnccccescce 
Pearse .....-secee Biolacsfexafulelaieis sane ee nesses Peewns eves 
Fresh or chilled fruits, n.e.s. and berries ...... 
Frozen fruits and berrieS ..ecrceccccesccsccecsees 
Dried and dehydrated fruits ...cevseceseecececeres 
Fruit juices and fruit juice concentrates not 
frozen. 
Fruit juice concentrates, frozen ......sscseeeeeee 
Fruits and fruit preparations, n.€.8. ....eseeeeee 
Nuts (except O11 nuts) ....ceeesecrecessescsececes 
Sugar beets ....-cceccccccccccccccccccscccccecsecs 
Cabbage 2... 2. ccccccccscccccccccceccccscccsccees 
Celery .....ceccccreccecccscccccccrcescecccccscens 
BPECUCE) sccccacciccceccacvecevccsctccccncececce secs 
Onions and Bhallots ....ccercccccccescccsceccssess 
Potatoes (other than sweet) ....seeeeesecceceecees 
TOMATOES 2.2020 ccccccccccvcccvccecccccccscccesces 
Vegetables, n.e.s., fresh or chilled ............. 
Vegetables, frozen 2... eer ereccvorccsceeceerceees 
Vegetables, dried .... cece ccecccccccccecceseeees 
Vegetables and preparations, 0.€.8. .-.-e-eeereeee 
Sugar ...... ore ccevc cece cveecesevecsscceeecese eee 


Molasses and @yrupS 2... sccccscceresscccecsecees 


Sugar preparations (including confectionery), 
n.e.s. 


orfee ....... coccodoe wcrc cvecece ce cveccccece 
Cocoa and chocolate, tea, spices and vinegar ..... 
Margarine and similar productS ...-seeeeeeseeseees 
Shortening and lard ..... aidtalatetetalaipio\s'ele Diateheceisvere nis\ete 
Soups and infant and nuniee EOOAS cecccccccncesece 
Pre-cooked frozen food preparations .....-.- ecccces 


Food preparations and materials for food prepara- 
tions, n.e.s. 


Hay, forage and straw ....-.+e-seeee- Wid slera eae Wisth: 6-6 
Wheat bran, shorts and middlings ..... coecece Rests 
Ground cereals and by-products, N.€.S. ssseeeeeeee 
Soyabean oil meal ........ ° eintaia wisteiatatslola'eisie wiele\e 6 
Oil seed meals (including cake. Mial@ciBrl elelsleeletes je 
Feeds of vegetable origin, n.€-8- «..+sereeee aOR 
Feeds of animal origin .....-s.seeeeeeeeeees oc ccee 
Primary or concentrated feeds .......- eels oe piveices 
Secondary or complete animal feeds, n.e€.5. --+-+++ 
Non-alcoholic beverages ...-.-.-+-- woe ccoveccce woes 
Ale, beer, stout and pOrter .----eeeeeeeeeeeeeceee 
Wines and fermented alcoholic beverages, n.e.s. .-. 
Distilled alcohoiic beverages .....- aisierel@iesn'e ai ©) bie! aur 
Cigarettes ......seee-- eeecee mista eccis wc ccecencecs eee 
Tobacco, unmanufactured ......--++-- wa ilareip sleet ets oe 
Tobacco, manufactured, N.€.8. .-.-eeeeeees ele selsistets 


APPENDIX A 


Crude materials, inedible (C.L.) 


Raw hides and skins (including fur skins) ..... fare 

PEAMATY: (CANKAGS coors este wieisisieralsie Selec ciehis/s Wee ee ea es 

Crude animal products, inedible, n.e.s. (excluding 
fibres). 


Seeds for sOWing, Ns@.8. csccecosvouucs ateiacactonoe 
BIARBE! MI cori erslate ole siete) ererece slee Sele OL PO CRO Saisie tere 
Rapeseed ........06 eececens Cece rcerccsee Se 'ere.e elsyely 2 
Soyabeans ....... a aps oieie ware: Coevesace ab Sa aie lays a} e-em 


Oil seeds, oil nuts and oil kernels, n.e.s. ..... 


Rubber and allied gums, natural .............. SoG 
Peatmoss and MOSSES, N.€.8+ sessevcsceccccers vee 
Other crude vegetable materials, inedible, n.e.s. 


Logs and bolts of wood ......ccsee. SU ROAOODOOOCIO . 
Fence posts, pitprops and piling of wood ........ 
Round "CIMDET,, Nacb ess vicleislsieie creisroreisielarsies sececees 
Pulpwood logs .......eeeeee tioleieie)e.ais\e\eis o\sieieiele jeje ales 
Pulpwood chips ...... tales eeeweesccees ec ccccccccce 
CHETASCMaASVELEES sire slorersietel eoioteleis\cssiarclevers cre thiols 6 o.8 a. < 
Other crude wood materials, n.e.8. .....eeeeeaeee 
Silk woo) andvanimal hair % 1 cisicc oss Siaisieleivle sists 
COE COME civics orere nrg oletatotessvelere: oles eisareveye aves; clelpiei ecpitesb sat ole 
Vegetable and uaceande textile fibres (excluding 
cotton). 
Bauxite ore ‘and: alumina’ 5 cre sialela s/crcisiurcicares eis iasis sie 
Copper ores and concentrates .......... sie(ereie sie 'sie'e 
Copper matte and precipitates .......cececceccese 
Lron ore and) (CONCENETaCES) siete cieis/ciereisiscipiels esis sels cc 
Lead ore and (Concentrates, ciosecacieasies ceccicccs ss 


Manganese ore ....... tee neee Dee e eee e reese ere enene 
Nickel-copper ores and concentrates ...... ceevese 
Nickel ore and concentrates .......cccecccccceces 


Matte, nickel, copper-nickel or nickel-iron 
chromium alloy. 

Tungsten ore and concentrates ....... Pewee wis seis. 

Zinc ore and concentrates .........c cc ccecccecees 

Lead and zinc ores and concentrates ............. 


Metallic ores and concentrates, n.@.8. .........0. 


Tron and steel scrap .....ccccccceses pietela6.5/n'¥ie)s wire 
Non-ferrous metal scrap (including precious metal 
scrap). 
Slags, drosses and other by-products, n.e.s. ..... 
Anthracite coal ..cccccccccsesesessvveres eeveeeces 
Bituminous coal ........ Sele) eiele\le'a/slelate e's ee «\e)e 01s cece 
Lignite coal cw.ccki ces Pere cere ceverecvrcccsescons 
Coal, N.€.6. ccccccses cece cee tccsccene sisisieierevelsiele ic 
Crude mineral oils (petroleum) .............. dmato 
Natural gas and other crude bituminous substances 
Asbestos, unmanufactured, crude and fibre ........ 
CLS Y ieioreaie aisle) atstsieloralsrelsiarererels we erevcceves Binte ele e aie o/ sta 
Other crude refractory materials ............60. ee 
Natural (Q2DFASLVES iecictels)siele sie srsrsisiesisie sisce sraleie/sisin ie sve 
Sand, industrial ..... ccc cree vecesors e/e/'sie.e ejavein « ave 
SANG; NisG Bist fo vices wiclolelelsicislelsieis' nies) SOC OOTIO seleleraiela\ erate 
GEBVED iin < ce nis srelee s/n /0/rn.a/eleielarninte al Sincersie si a\<tejwie o)s).eib ie ois 
Building stone, rough si). 5 oscil eases alsietesels avers) eieitare 
Siltes! or ‘Silex, nue. Se nsiseicc cles Sfeletetstalule!eisiste win’ siele 
Agricultural limestone .......... pieleisieee.s . coe 
Limestone, furnace or foundry, and irae a 
Limestone, crushed or broken, n.e.8. .....- ciererelevaveys 
Stone, n.e.s. (including stone refuse) ....... Coan 
Barytes, natural .......... eevcece eccces ouvccce ae 
GYPSUE .oswcccsesccccas occ ccereereccccccee ec cecce 
Pyrites, iron (except roasted) gestae cisicesis'sciciicls 
Nepheline syenite .......... eeeccces Cslecieeece cece 
Phosphate rock .......... eer cccccce wer ccecccccce 
Common salt, rock or bulk ....cccccccvecs a arevara avers 
Common: S21:i,, Nes: Sse +c ie cle ie vlessievs salelsveleeverere a's nrateneselte 
Li Gute. Sud PHUrs <eieiasesc eo le.ctsinvoietelsvele eiekslavs'siciale socecee 5 
Sulphur, N.€.8. .sccccccescosees eeesesees eececees 
Non-metallic minerals, crude, n.€.8. ....e.eeeees 
Textile rags and waste, N.€.8. coscccescccccccces 
Paper. WESTEC beicc ois sivicieleisinioisivlaisiele wee vecceescccccces 
Slag (excluding basic) and ashes, waste ......... 
Wood waste, N.€.8. .sccccccccces AGnsS. Ancor conano 
Waste materials, n.e.6. ....... sfaleiare clecstelerelavelatsiotae 


fabricated materials, inedible (C.L.) 


Leather and dressed furs and rubber fabricated 


materials. 

Lammbe@r 5.010 cia s'ss eesccece ceccees secccccece @4(s\wieleieio.eia 
FROOPLRG) oisiecc sie e)s cleresie ee eccerecccccee ce cccccccccce 
ROLIWOS CLOG as sissisns 5 vlein aivleisiove bls xisis\¢ Cec erereccce 
Shingles and shakes of wood ......... Rie |p aie) eiaiersie otal 
Saveili products,” ti..8.6s) ons ccs ewcsmden cere SACO 
VOGEL Gis vic civics soa viesineieebslniceg 605s a4 S cicivis's eecee 
PY YWOOE  s:0 5.0/6 cic dneowiesis 6 aisisisisinee SOOO H OC OCOOI DOO G 
Wood building boards, n.e.5. ..ccscecseccecees one 
Millwork: (woodwork) ....<ccccccese ain (eletnte olatela,s ove 
Cooperage stock and box, crate and package aheske 

Other wood fabricated materials, n.e.8. .......... 
WOOd PULP levers alsielnic/sinieleretersisivin’s steialala's/etetesisieth evs oSengn 
Pulp, n.€.8. ...0.. eceecee Hine sa aiale 6 bWiole aieie W'e\e.0.6) 
Newsprint paper ...... Cee rercccecrccce SIDI 
Groundwood printing and specialty paper @ tie sre cases 
BOOK -POPOE anc ccrwcpels cep soba aee ane e a wae oe di aVeia)ecels Ag 


Fine paper, tissue paper and sanitary paper ...... 
Wrapping paper Fee eee eee ee en eres eeeseerereeeseene 
Paperboard, n.@.8. ..eceesseeee eee ccccccees eeccece 
BULA ng PAPOL vole cis cu.cjec.uccne cinaivoe tessa s SOOO TG 


1387 


Fabricated materials, inedible (C.L.) — Continued 


Buliding board.) N-C.8s cccieie's selecis veers aise Salata he (aha ae 
Paper, v@.8s saw ssn seresscins CO OC OA MOCO OAICC 
Batts, batting, wadding and felt ......... SBCOHORO 
Cordage, twine and rope ...... ereleisie'e Seieis’> + eis Sia ore ein 
Cotton broad-woven fabrics .....-...ee eee cenee seoe 
Jute broad-woven fabrics: cc cclccccccslc sccasccceree . 
Textile fabricated materials, n.e.8. .......sceecee 
Animal oils and fats (excluding marine) .......... 
Fish and) marine animal ollis) . 0. ocdeces oosece cee ne 
Cottonseed oil and linseed ofl] ........-..0.cceeee 
Soyabean oil ...... tals sharalelenaiereretete wine 06016 3) sYolsiwisi nisiers) 
Vegetable oils and PP WSO AS Lots eatelors civeinerate ciate 


Chemically modified oils, fats and waxes and their 
derivatives. 
Turpentine, rosin and rosin oils, spirits and 
acids. 
Gum, wood and vegetable extracts ....... See siale te we 
Carbon blacks fic cases cee ce Oe eater ei wliola io: or eieverererernse 
Chemical elements ....... lore eisieys ele siiststeilsfe¥e's) eve cesses 
Sulphuric 7acid)(. wis awinnsctelsre tes sore tert 6 einai sar aratetare 
Inorganic acids and oxygen compounds of non-metals 
or metalloids, n.e.s. 
Sodium hydroxide ..... Sie sed a'e's'es 6 coebese Saige etd ee ae 
Inorganic bases and metallic oxides, hydroxides 
and peroxides, n.e.s. 
Sodium sulphate ....... bile lo/eleisie) eis leis \stain.s eiaceysieleie.6)sieie 
Sodium carbonate ..... michele, sievolereleteiere dines ai¢ <ialere acne 
Metallic salts and pave cniee of inorganic 
acids, n.e.s. 
Calcium carbide ....... ajo. nie'e elelele oleletere ava eselolelaisiece otere 
Inorganic chemicals, other, n.e.8. ......e.eeeeees 
Hydrocarbons and their derivatives ........... aie iets 
Alcohols and their derivatives ........ bclee sie Biv nels 
Phenols, ethers, aldehydes, ketones and their de- 
rivatives. 
Organic acids, their anhydrides, halides, perox- 
ides, paracids and derivatives. 
Nitrogen, function compounds 6.02% sescccscvececcs A 
Organic chemicals, G.€58. So.cdsewrsiec ccs sieelarersiele 
Explosives,- fuses and Caps) Ssiice csecccecccccsccess 
Ammonium phosphates ............ Pwielee 6016 6 elses siacia.s 
Muriate of potassium (potash) ..c0. factelcc.cs siecle e owe 
Fertilizers and fertilizer materials, n.e.s. ..... 
Agricultural chemicals, formulated .......... sere (aie 
AGHESIV ES Sere lewicis cise clclelleciel ceibiela clases wle.esleisieieie\a’e cia 
Synthéticurubberwecdia. 2 oo ceaeane cee e ceclesasistetelsiclens 
Plastic materials, not shaped an basic shapes and 
forms. 


Pigments, lakes and toners ..........-. Setavatatel steuetrin 
Paints, and related iproducteiscens «sees cea Sadie oe 
Chemical specialties, industrial, n.e.s. ......... 
Gasoline: 2.22 ccccecces Wale aisiele qhalaielelele(eletate ia eieieiecielcle's 
Avisation turbine sfuel Wo nccsulss aetemes celeieictis cee clues 
Diesel fuel Js sacle aoe cmaciontsicicas Sielaleleste pis a sisceeieln eae 
Kerosene ...eccecccne Cecesvcccsee Sayeletele sie le’p op etelm s/s 
Fue) O32 5) tis6siBial si onisawecicaccie desc Wisiasisipislate:gtetele revs 5 
Lubricating oils pee aig oi Ceecverce Cicecesiee eee 6 
Petroleum coke ...... BEC Ona ei) wen aisiagee dsie.ar Seisteare 
COk@s) N15 @. Sic alvisiclsse aisieiers cleieivis'oloinlalstolelate oveic’ sjulaiete cinta 
Refined and manufactured gases, fuel evea (GcPG.) 
Asphalte and road oils ..... sje #e ele ¥ wieie'e w éjx's'ninlelaiale 
Other petroleum and coal products ........-..2- ane 
Rerrocelloye) oaiess ccnes clesrcale vives siemisie eee teeecence 
PAQCATON 2 1a1e)e cwlatelole visiclelsielaielaieve elcleteieialclc ne ln'ainieieia aieisis 
Ingots, blooms, billets and slabs, iron and steel 
Primary ired ‘sad 6teel; Rc .6s) 6 cca de cecaes tae & 
Castings and forgings, iron or steel ............. 


BATS ONG TOdE; STOOL oieieciowscc nies cclciiesieleseieisieie nye 
Plates, exee), fabricated is ivaccdewens cu dewegsces 
Sheet, and etrip, Gteel Sic. scswc ccs wacevensencese 
Structural shapes and sheet piling, iron or steel 


Rails and railway track materials .......... eeenee 
Pipes and tubes, iron and steel ..........-.ee00ee 
Wire, iron or steel ....... Ov cewecccccscesces Saleivie 


Aluminum paste, powder, pigs, ingots and shot .... 


| 


Aluminum and aluminum alloy fabricated material, 
n.e.s. 


Copper and alloys in primary forms ............... 
Coppercand (el2oys, Os G.8s) vis ciecceis'ersjeielsicltercneirinteetee 
Lead and alloys occccccscece nieiere ainie(eiataterelteelefersion’g slate 
Nickel and alloys ........ we afd (aia(e opr eIWis lore acateionetaneta ee 
Tin and alloys ...... a aleteleiaveieie'selaisiaistels aieie eve srelerere tore 
SANC ANG BLUOYB Pars aresicie aielelsrors/eleisiasieiereleisiec-arcielstemteree . 
Other non-ferrous base metals and aiioue plalaleveleln et 
Tenks :.....:. a \nislelele/ainimie/aleie, aielale ee \¥iere sie e(eiticistel eve vias ale 
Bolts, nuts, nails, screws and basic hardware .... 
Metal fabricated basic products, n.e.s. ........ 5a 
Natural stone basic products, chiefly structural 

Bricks? and. 11 es cCUay \«cmisinercic/cevcterrs eiccne hee matin 
Fire brick end| similar shapes j.ccesccescs essences 
Dolomite and magnesite, calcined .........ccceseee 
Refractoriesy tn. €s Se) oscice sce Aeels cic Oe Seine oes : 
Glassy basic: PrOduct’S. cisiicrele wis cieisie eles cicteie/enisicrneiemine 
Asbestos and asbestos-cement basic products ...... 
Portland cement, standard ............06 Sie Dee ne bibre 
COMCEOLE SPLINE Ko asins cc ssieeas ce wasiee ae FACS OD Emer 
Cement and concrete basic ago NOs Bieweces 
Plaster cn. css Sie 'e/e'6wi0\9 6:5/ 6) shale iaisia eielsie/< oir cams 


Gypsum vallboard a ehasthind Conor erica 
Gypsum basic products, 0.€.8. sesessccesescseveense 
Lime, hydrated and quick ...ccscccecscccccssccccecs 
Non-metallic mineral basic products, n.e.s. ...... 
Bituminous pressed or molded fabricated materials 
Miscellaneous fabricated materials ............... 
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End products, inedible (C.L.) 


Power boilers ..... Sis sicistene ¢.0 CANSONDGAS aie slaie sieroiels 
Engines and turbines, general purpose ...+.-+++++ 
Electric generators and MOTOS .-eeeeeereeeeeseers 
General purpose industrial machinery, n.€.8. «+++. 
Conveying, elevating and materials handling equip- 
ment. 
Construction and maintenance machinery and equip- 
Bent. 
Special industry machinery, N.€.8+ «sesssrereseere 
Agricultural machinery and equipment .-.+-+++eeees 
We (al do) ¢: Pe ea lain erste 
Railway rolling Stock ....ssseereececereerrrorcrcs 
Passenger automobiles and chassiS .+.eesseereseees 
Motor vehicle engines, accessories, parts and as-~- 
semblies. 

Road motor vehicles, 01.€.8. cssecevcessrovcceecess 
Ships and boats, aircraft and miscellaneous vehi- 
cles, n.e.s. (including parts and accessories). 
Bubber tires and tubeS ..ceeeseesereesererersssees 
Communication and related equipment ...--+eeccreeee 
Heating equipment ..-++-+-+-- siclaletbinrelnie eleieie\d/e's; s\eie'e's 0 
Air-conditioning and refrigeration equipment .-.-.- 
Plumbing equipment and fittings ....... avoteieyetale iets) 
Electric lighting, distribution and control equip- 

ment, n.e.S. 
Furniture and fixtures ...-cccecccccsecsecsccesees 
Electric appliances and accessories ..-+-+e+seeere 


Other equipment ....---+-- lal aierafeietalsishe sjels\eleie/e'o.e1s\010, 
Facial tissues and paper handkerchiefs ........-- a 
Apparel and accessOT1es, D-@-B- esses eeseeensrers F 


Toiletries, cleaning preparations and household 
chemical specialties. 

Paper napkins, towels and toilet paper .....--.- oe 

Tableware, paper ..ccccccccccccccccccsccsceseseees 

Kitchen utensils, cutlery and tableware, n.e.s. 
(excluding silverware) . 

Household and personal equipment, n.e.8. ...-+---- 

Medicinal and pharmaceutical products and supplies 
(including ophthalmic goods and orthopaedic app- 
liances). 

Printed matter 2... ccccccscscccceccccccecsesecesece 

Stationers" supplies, photographic goods, msical 
instruments and recreational supplies. 

Firearms, weapons and ammunition .......--cceeceee 

Prefabricated buildings and structures .......ce0. 


Miscellaneous products, N.€.5. .scecceseseees ecece 
Metal containers ........ sleisivicleisicawise ceeweeccecves 
Glass containers ....... sce ceccoce we eee cccccccccs 
BAGS; (PAPEL ere stere victoislete cinlere a cece rvccccscccccce eos 
Other paper containers ........ weer ccesccccccccce 
Wooden containers ...... eeceee eee ecw eecces ceeces 


Shipping and distribution containers and clo- 
sures, n.e.s. (not C.0.F.C.). 
Containers and closures, n.e.s. (not C.O.F.C.) ... 


Paper end productsS ....ccccece cece ccc cec cece secone 
Plastic end products ......... cocscecs Sle sleleisieisic eis 
Remaining end productS ......cceercccccccerccssecs 


Special types of traffic (C.L.) 


Shipping containers returned empty (not C.0.F:C.) 


Mixed carlodd freient; nee.5.) esccee cence ene 
Freight forwarder and shipper association traffic 


Piggyback (T.0.F.C.) — Motor common carrier trail- 
ers (Plans I and V).(1) 

Piggyback (C.0.F.C.) — Motor common carrier con- 
tainers (Plans I and V).(1) ae 
Piggyback (T.0.F.C.) — Other trailers (Plans III, 

IV and open tariff).(1) 
Piggyback (C.0.F.C.) — Other containers (Plans 
III, IV and open tariff).(1) 


Non-carload freight 


Non-carload shipments (L.C.L., express, etc.) .... 


cer - not elsewhere specified 
$ - carload 

F.C. - container. on, flat case 

BE C..w]entraiter on flatgeae 

alin - less than carload 

G. - ligquified petroleum gas 
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Further to our June 30th paper on COMPETITION IN FREIGHT 
TRANSPORT IN ONTARIO, a forecast scenario by Wolff and 


Kuczer (August, 1979) should be cited. 


This particular forecast was designed to provide an envi- 
ronment in which conditions would be conducive to the 
development of the rail industry. The economic and energy 
related assumptions used to generate this situation were 
slow industrial growth rates and severe energy shortages. 
FIGURE 1 gives a more detailed breakdown of the model's 


assumptions. 


{t, Sshoulay be noted that this is only one Gf thesccenarios 
developed in the study by Wolff and Kuczer. While Wolff 
and Kuczer did not assign probabilities to the likelihoods, 
the potential for this scenario to occur must be consid- 


ered relatively low. 


"HIGH 
RAIL 


PROFILE" 


PIG 


ap ee 


URE 1 


ASSUMPTIONS 


: ECONOMIC 


Increased export 
efsqrainm (Ge-50%) 


Increased export 
of resources 
(+103) . 


Exports of fuel 
reduced to 0 by 
the year 2000. 


ftimports of -fuel 
increased by 343% 
by the year 2000. 


ENERGY 


World price to 
| increase by 130% 
by the year 2000. 
Canadian prices 
at par withyworld 
levels by 1982. 
Decreased invest- 
ment level in 
1980-90. 
Electrical energy 
expansion in 
1990-2000. 


LEA ARN TES ORCS © OOS LONE COM CEES CTR TY ars OSC 


INTERMODAL 


Increased invest- 
ment by 1985 in 
intermodal ter- 
minals. 

CN and CP 
increases in 
ownership of 
trucking leads to 
more trailer-on 
flatcar (TOFC) 
movements. 


DEMOGRAPHIC 


More growth in 
large urban 
areas. 


TRUCK ‘SUPPLY. 


Capita Pecos ts 
Slow new techno- 
Log 
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investment in 
freight consoli- 
dation. Produc- 
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at slower rate. 
Pickup and de- 
livery (P&D) 
fleets become 
electrified. 


1991 


GOVERNMENT ACTION 


Reduced highway 
investment. 
Increased licens- 
ing fees for 
BEUCKS. 
Federaletunding 


Of raLlvelectri-= 
Lrcation: 

Grain handling 
system improved 
Dy 29 910. 

Rationing of fuel- 
TraDlsprworitcy.. 


RAIL SUPPLY 


Government support 
for system improve- 
ments and equipment 
replacement. Pro- 
ductivity improved 


DY) Mindat trains sand 


electrification. 
No capacity prob- 
lems encountered. 


PRIVATE TRUCK SHIPPER 


Owner operators 
and small fleets 
are hit hard by 
fuel shortages. 


used only for 
short haul and 
pickup and 
delivery (P&D) 
operations. 


Private fleets are 


Emphasis on cost of 
transportation away 
from service 

factors in mode 
choice. 
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The predictions about energy are of special significance in 
this scenario. World prices are expected to grow by 130% by 
the year 2000. A direct corollary of this assumption is that 
the Canadian Government will be forced to eliminate the energy 
Support price subsidies now in effect, resulting in world oil 
prices in Canada by 1982. The shortage of energy fuels 
encourages strong growth in the electrical energy sector and 


the majority of investment in 1988-2000 goes in this direction. 


Government policy in transportation is directed toward encour- 
agement of the rail sector. Provincial government investment 

in highways is limited to routine maintenance. Rapidly 
increasing costs and decreased private automobile traffic cause 
increases in provincial ficensing fees. Deterioration in the 
highway system causes some reductions in provincial weight 
restrictions. The changes are not made on a national scale 

and as a result, the weight and size limits vary from region 

to region. The federal government provides funding for improve- 
ments to the grain handling system, thus permitting the increase 
in exports by 50 per cent by 1985. The severe shortages of 
diesel fuel in 1982-1987 cause rationing. The railways receive 
priority in this rationing scheme. Finally, the restrictions 
placed on transportation of freight force the federal govern- 


ment to invest in rail electrification programs in 1987-1995. 


Assumptions about modal behaviour are consistent with the 
above economic and energy assumptions. During the projected 
fuel crisis of 1982-1985, the trucking industry is encouraged 
to introduce technological improvements to increase energy 
efficiency. These improvements are forthcoming by 1985-1990, 


but low profitability in the industry slows the adoption of 
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new equipment. Therefore, productivity--both fuel and labour-- 
fails to increase until 1990. The private trucking industry 
faces more severe problems. Small fleets and independent oper- 
ators are unable to get sufficient fuel in 1982-1985 and many 
firms are forced into bankruptcy. Increased costs for larger 
fleets force them to specialize in short haul traffic. The 
rail mode experiences productivity gains throughout the period. 
Investment in electrification and mainline track minimizes 
Capacity problems. Demand for intermodal services increases 
rapidly and the railways provide increased capacity in inter- 


modal terminals by 1985. 
Figure 2 shows some forecasted freight volumes for this scenario. 


FIGURE 2 


PRIVATE TRUCK 
AND 
INTERMODAL FREIGHT VOLUMES 
~ (Thousands of Long-Tons 
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Trailer on flatcar 
Container on flatcar 
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The private trucking sector is expected to show net decreases 
in tonnage between 1980 and 1985. This will mainly be caused 
by a reduction in the number of private fleets and increased 
use Of TOFC services. The projections for intermodal freight 
volumes indicate a rapid growth between 1980-1985, (a growth 


that the industry may not be able to handle), caused by 
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switching from for-hire and private trucking. In terms of ton- 
miles, this growth will be even more signifcant, since the 
average line-haul for intermodal shipments is large. The slow- 
down in growth for intermodal services, after 1985, is caused 


by the improved state of the trucking industry after this time. 


Although growth in tonnage and ton-miles is low for the trucking 
industry, the revenue projections keep pace with the rail mode. 
This is caused by two factors; cost increases have forced the 
trucking industry to rapidly increase rates and the shipments 


that have switched to rail are relatively low revenue items. 


Rail tonnage has grown most rapidly in the food, feeds and 
beverages sector (121%), end products sector (119%), and the 
crude materials sector (116%). These increases are caused by 
increases in grain exports and shifts in mode choice on the 
part of shippers. The trucking industry has continued its 
historical growth pattern in the end products sector (1108), 
but has grown slower in the food, feeds and beverages sector 
(51%), and the crude materials sector (85%). The general pic- 
ture presented in this scenario is one in which the rail and 


truck modes compete in a number of markets. 


INPUT REQUIREMENTS 

The inputs of energy, labour, and operating equipment show 
different use patterns in this scenario. Energy use is expressed 
in terms of millions of gallons of diesel fuel, even though the 
rail mode (and to a limited extent the truck mode) will be 
primarily dependent on electrical energy in the last decade. 
Energy use has increased by 68% for the entire forecast period. 


This is attributed:to the shift in traffic from truck to rail 
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and the increased efficiency obtained in the last decade. The 
increase in efficiency is caused by the switch to electrical 
energy by the rail mode and the introduction of energy efficient 
vehicles by the trucking industry. The increase in demand of 
200 million gallons in the 1980-1987 period will contribute to 
shortages in the oil industry. These shortages will act as 

the trigger to move the federal government into a rail elec- 


EELtweation gprogram < 


The cost of energy will cause serious problems for the trucking 
industry. The rapid price increases of 1979-1983 will not be 
offset by productivity improvements. Therefore, rates will 
rise. The rail industry will also be affected by increased 
fuel prices in 1979-1983. -Productivity gains will offset the 
increase slightly but rail rates will also increase rapidly in 


this period. 


Considering labour requirements, we find that the relatively 
slow growth in the manufacturing and service sectors, in this 
scenario, reduces the demand for labour significantly. Under 
different circumstances, the projected increased demand of 
185,000 employees would be difficult to satisfy, but in this 
scenario the unemployment rate exceeds 5% throughout the fore- 
cast period. Therefore, labour supply should not cause 
problems for either mode. Increases in wage rates are 
expected to approach 9% in 1978-1980 and then fall to about 

6% by 2000. This places wage rate changes slightly above 
changes in the inflation rate. These increases will be offset 
by productivity gains in the rail industry. The trucking 


industry will not experience the offsetting productivity gains 
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and operating costs will increase more rapidly than the infla- 


tion’ rate. 


The demand for operating equipment will not be substantial in 
the trucking industry. Given the slow increases in output and 
expected low productivity gains, straight trucks will increase 
by 65%, tractors by 67%, and trailers by 69%. These estimates 
imply an average growth rate of 2.7% per year. The actual 
growth rate will be closer to 2% up to 1990 and 3.3% from 
1990-2000. The size and technological design of vehicles will 
not change significantly until 1990. After that year, new 
engine designs and lighter vehicles will lead to increased fuel 
efficiency and payloads. The increase in fleet size is expected 
to cost $55 million per year up to 1990 and approximately $120 
million per year thereafter. The replacement cycle up to 1987 
is expected to exceed the current 8-10 year pattern. From 1987 
to 1995, when the industry becomes healthier and new technolo- 
gical developments are introduced, the replacement cycle will 
fall to approximately five years in length. After E995 the 
cycle will be extended to average 7-8 years. The projected 
annual costs of replacement will be approximately $100 million 
up to 1987, $225 million from that year to 1995 and $175 
million thereafter. Therefore, the total annual capital costs 
are expected to average $155 million in 1978-87, $330 million 
from 1987 to 1995, and $295 after 19995. (These estimates are 


allrvin-constant 1976 dollars.) 


Operating equipment for the railways is expected to increase 
rapidly in number throughout the forecast period." Thetcapita 
cost required to replace existing equipment and maintain right- 


of-way at current output levels is estimated to range between 


1997 
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$450 and $500 million in 1976 dollars. Since the railways are 
not expected to specialize in bulk shipments, in this scenario, 
this estimate is probably reasonable for the entire forecast 
period, 1976-2000. The total cost to electrify the high 
density lines of CN and CP has been estimated to be $3.3 
billion. If the cost of this program is spread over five years 
(1990-95), the annual cost will be approximately $650 million. 
This investment will lead to a reduction in annual replacement 
and maintenance costs to $250 million during the five year 
period. After 1995, the annual replacement cost will rise to 
$500 million and the cost of increased output will rise to $100 
Million. Therefore, the total annual investment required in 
the railway system will be $505 million up to 1990, $900 
million from 1990-1995 and $600 million after 1995. This does 
not include the cost of improvement to the grain handling system 


during 1980-85. 


INFRASTRUCTURE REQUIREMENTS 

The total growth in output (in tons) in this scenario is approx- 
imately 100 per cent. The major point is that in this scenario, 
the rail mode carries a much larger share of the traffic. This 
change in modal split will likely cause serious problems for 

the national railway infrastructure. The trucking mode experi- 
ences a much lower growth rate overall, but regional variations 

may lead to some isolated problems in the trucking infrastruc-— 


ture. 


The main infrastucture items required for the trucking industry 
are highways and terminals. The intercity highway system 
should be able to support the modest growth in traffic pro- 


jected in this scenario. The high fuel costs of 1980-85 will 
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reduce travel by private automobile, which should increase the 
potential capacity of the trucking industry. Regional truck 
volumes indicate above average growth in the Prairies during 
1980-86. Provincial governments are not expected to make 

major investments in the highway system, but regular maintenance 
of the existing system should provide sufficient capacity in 

the Prairies. The growth rates projected for the other regions 


Should not pose any serious problems. 


This scenario assumes that urban population growth will occur 
in the major metropolitan areas, as opposed to the growth in 
smaller urban areas. This results in the majority of truck 
traffic moving between and within large urban areas. Thus, 
even with the reduced truck volumes, some congestion problems 
could occur within these areas. This problem is magnified by 
the assumption that freight consolidation will not be wide- 
spread. The trucking industry will not be ina financial 
position to fund new freight terminals until 1990. Therefore, 
unless government funding for consolidation terminals becomes 
available, congestion will be common around large metropolitan 


areas. 


The rail industry is faced with rapid growth during the entire 
forecast period. Increased grain shipments by 1985 will lead 
to congestion problems within the Prairies and between the 
Prairies and B.C. This problem will become serious by the late 
1980s at which time, motivated primarily by energy problems, 
the federal government will provide funding for rail electri- 


fication. 
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This step should lead to increased speeds and train length 
which will improve capacity, but will place constraints on 
rail yards. Much of the annual investment for upgrading ($250 
million) the existing system in 1990-1995 will be directed 
toward rail yard improvements. The growth in intermodal 
freight in 1980-85 will require major investment in intermodal 
terminals. Terminals will be built or expanded in Vancouver, 
Edmonton, Winnipeg, Toronto, Montreal, and Moncton during 

this period. Thus, the railways (with government assistance) 
will be forced to invest large sums in infrastructure during 
the entire forecast period. Failure to do this will lead to 
significant reductions in freight transportation services, 
since the trucking mode will be in no position to increase 


capacity. 
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OPPORTUNITIES 
AND THE CHANGING ROLE OF GOVERNMENTS IN THE 


FINANCIAL SUPPORT OF TRANSPORTATION 


Canada is the world's second largest country in size. Its wealth, 
represented by natural resources and industrial development, is widespread: 
even those regions that contributed relatively little to the country's 
economy in the past, such as the North, suddenly emerged as major future 


sources of vitally needed energy. 


Yet, the population of this vast land is less than 24 million. Compared with 
other countries, this is a very small number in relation to the country's 
size: the United States, with a territory somewhat smaller than Canada, has 


a population that is nearly ten times larger than Canada's population. 


The combination of a relatively small number of people and of the long 
distances that separate them raises the importance of transportation to a 
unique level. Whereas a country with denser population, such as the United 
States, can regionalize its economy and achieve a high degree of 
self-sufficiency in each region without sacrificing economies of scale, 
Canada must rely much more on transportation to achieve the efficiencies that 


require large markets and production units. 


Government policies must recognize this unique situation. Whereas Canada is 
fortunately endowed by nature and by its history, with the availability of 
both material and human resources and has significant advantages in these 
respects over most other nations, its one disadvantage is the need for 
bringing all of these resources together through long distance 
transportation. Canada must compete with smaller countries that are able 

to spend less on transportation, and may therefore enjoy a relative 


advantage. 
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1. NEED FOR GOVERNMENT INVOLVEMENT IN ALL MODES OF TRANSPORTATION 


Because of the critical role of transportation in Canada's physical, economic 
and social makeup, there is no doubt that Government has a duty to ensure the 


availability of efficient transportation services. 


In our economic and social system, most sectors of the economy and society 
can look after themselves with little need for Government involvement. 
Whereas there is no universal definition of the criteria that justify or call 
for Government intervention, it is probably acceptable to say that Government 
has a right and indeed, a duty to reduce the disadvantages over which the 


disadvantaged have no control. 


Few people would question whether Governments should help the elderly, the 
handicapped, the sick and those who suffer disadvantage as the result of past 
mistakes or present crimes committed by others. The role of Government in 
these instances is to act as a "go-between" on behalf of society and to 
administer the transfer of funds from society as a whole, to the 


disadvantaged. 


The question is whether people who suffer a disadvantage because of 
transportation problems belong in the same category as the examples mentioned? 
Has a community at a remote location in Northern Ontario the right to live at 


the same standards, for the same costs as one in Southern Ontario? 


If the suggested test is applied to this case, i.e. the question is asked 
whether the hardship is the result of external circumstances, the answer is 
obviously affirmative. Thus, society, as a whole, should pay at least some 
of the extra costs of transportation to and from the remote location. The 


governments’ role is the administration of such assistance. 


The degree of Government assistance is, however, not well defined since 


transportation between the remote communities and the rest of the country is 


costly. It may be argued, therefore, that assistance should not be provided 


beyond a reasonable level. The definition of reasonableness is a task that 


Government has to perform by setting objectives and policies. 


This example, however simple, incorporates most of the roles that Governments 


are expected to have in transportation: 
fe) Set objectives and policies. 


fo) Ensure that the means of transportation are available to achieve 


the objectives. 


fo) Act as catalysts and exert their influence on business and on other 


levels of Government in support of the objectives. 
fe) Take all necessary steps to maximize transportation efficiency. 
fo) If necessary, provide assistance to mitigate disadvantages. 


These functions must be performed by monitoring the present and by planning 
the future. Whereas monitoring mitigates present disadvantages, planning 
prevents future disadvantages. The latter is particularly important since 
individuals may often be more concerned with their own needs today than with 
somebody else's problems tomorrow. The Government's objectives in planning 
transportation are similar to its current objectives: ensure that facilities 
and efficient services will be available when needed. However, these may not 


necessarily be provided by the public sector. 


The roles of Government are discussed further in this paper and applied to a 
range of transportation issues, related in particular to railway 
transportation. The paper, being part of a set of studies carried out by the 
Ontario Task Force on Provincial Rail Policy, focuses on issues related to 


the transportation needs of people and businesses in Ontario. 
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2. THE ROLE OF THE RAILWAYS IN SERVING THE PUBLIC INTEREST 


There is no doubt that the public has a vital interest in the transportation 
of goods and people. The degree to which the public depends on the railways 


within the total system of transportation is discussed in this Section. 


There are several modes of transportation that can carry the same goods and 
people as the railways. Whereas the country depends on transportation as a 
whole, it is not self-evident without further examination that it could not 
survive or even achieve a reasonable level of prosperity without railway 


services. 


There are several countries in the world, some of them quite prosperous, 
which do not have railways of any significance. Trucks, pipelines, ships, 
automobiles, buses, and aircraft can carry out all the transportation 


functions that a country may need. 


We shall see that this is far from being true in Canada. 


Passenger Transportation 


Passenger transportation is for the public at large and, therefore, by 


definition is in the public interest. 


In Canada, rail passenger transportation has lost its once dominant role. It 
is estimated that of all person-kilometres travelled in Canada on trips over — 
150 kilometres from home, railways account for only about 3 percent. Whereas 
aircraft on the long haul and buses on the short haul can handle many 


potential rail passengers at lower public cost and at almost equal or better 


levels of convenience, there are important exceptions. 


In Northern Ontario many communities that have developed along the rail 


lines, have limited or, in some cases, no road access, and no airport 


facilities. 


At the other end of the scale, a rail link with very large traffic volumes, 
such as the Windsor-Toronto-Montreal link can support a rail service that 
competes with buses and air transport, even if all the costs are accounted 


for. 


For short distances, in the vicinity of our most crowded cities, railways can 
perform a vital function by supplementing public transit services. In fact, 
in functional terms, there is very little difference between commuter rail 
and transit services: the difference is in technology and operating methods. 
Since it is not possible for a large city to function efficiently without 
considerable distances between peoples' homes and places of work and since 
not everybody has access to automobiles, public transit is an important 
public service and is in the same category as electric power, water, sewer, 
police, ambulance and fire services. Insofar as commuter railways are 
extensions of public transit operations, they are not only in the public 
interest, but are exceedingly important to the health and viability to such 


metropolitan communities as Toronto and Montreal. 


There is, however, one notable difference between the services offered by the 
railways and those offered by the other public services mentioned. There is 
no practical substitute, at any cost, for electrical power, water supply, 
sewers, police, ambulances, or fire protection: none of these could stop 
functioning for any extended period of time without major negative 
consequences and none of them could be replaced by an alternate technology, 


even in the long term. 


Railways used as an extension of public transit are different: in theory, 
they can be replaced by buses, albeit at different costs. When comparing the 
costs of rail services with those of buses, the costs of designated highway 
lanes must be included; with such lanes, buses could provide a level of 
service that is equal or higher than that offered by rail, considering the 
opportunity for more diversified origins and destinations and higher service 


frequencies. 
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However, once in place, commuter rail services form an integral part of the 
transportation system and could only be replaced by buses in the long term. 
The abandonment of rail services or their deterioration could therefore cause 
severe damage to the public, to the commerce and to the industry of a city in 


the short term. 


Thus, in the short term, the public is dependent on commuter rail services to 


the same extent as on the other public services mentioned. 


It can be concluded that: 


fe) commuter services are vital to the public interest in total, 


fo) commuter railways and buses on designated highway lanes could both 


provide the services at comparative levels of public convenience, 


fe) in the long term, economic considerations are among the most 
important factors in determining which of the two services should 


be preferred when all the costs to the public are totalled, 


O in the short term, the commuters are "captive" to an existing 


system which is therefore vital to the public. 


Experience shows that beyond a certain density of traffic, the rail mode is 
more economical than buses, especially under high fuel prices and considering 
the potential for electrification. Rail lines are also more conducive to a 
planned development of suburban centers as opposed to haphazard "urban 
sprawl". Once established, however, they make the public captive to a 
monopolistic system that has no competition in the short term as opposed to a 
highly competetive bus system. Thus, a commuter rail system requires much 
more intensive Government involvement than a bus service, as discussed in 


more detail in Section 3. 
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Freight Transportation 


In freight transportation, the question of economics is even more pronounced. 
In theory, all the commodities presently carried by the railway could be 
carried by another mode of transport. In fact, much of the high-priced light 
general cargo that moves in relatively small quantities from a diversity of 
origins to a diversity of destinations, already moves alternately by rail or 
truck in a competetive manner with little difference between the two modes in 


terms of cost and service. 


The economic differences become substantially greater in the case of bulk 
commodities that move in large quantities from a relatively small number of 
origins to a small number of destinations. For these movements, the 
economics of rail transportation are overwhelming. An ongoing study on the 
long distance transportation of mineral aggregates in Ontario indicated that 
the incremental rail line haul cost (i.e. the cost of carrying the cargo one 
kilometre further after it has been loaded) is in the order of one cent per 
tonne-kilometre as opposed to a trucking cost of well over three cents per 
tonne-kilometre. That includes the cost of an exclusive truck road for bulk 


traffic. 


The costs of transporting bulk commodities over long distances by truck are 
sufficiently high to jeopardize the economic viability of the production and 
consumption of some materials. It is not likely that Canadian grain, coal, 
potash, sulphur, iron ore, gypsum, could be sold in world markets if they 
were not moved to the ports at costs that can be only achieved by rail 
transportation. Alberta coal could not be used to generate electricity in 


Ontario if it was not moved by rail to Thunder Bay. 


Whereas some of the commodities, such as coal, sulphur or iron ore, could be 


transported by slurry pipeline at a cost that may not jeopardize their 
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saleability, other commodities such as grain, potash or gypsum could not be 


moved that way. There are also other problems with pipelines that will be 


discussed later. 


It is thus obvious that railway services are vital to the public interest for 
the movement of those bulk commodities that are of primary importance to the 


Canadian economy. 
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3. THE ROLE OF GOVERNMENTS IN RAIL TRANSPORTATION 


Since rail services are in the public interest, Governments must become 
involved to ensure that the railways fulfill their obligations to the 


public. 


Three sectors in rail transportation were identified in the previous Section 


in which railways were found to perform a duty that is in the public 


interest: 
fe) services for isolated Communities 
re) commuter services 
fe) transportation of captive bulk commodities. 


The justification and need for Government involvement in these sectors will 


now be discussed. 
Rail Services for Isolated Communities 


The maintenance of rail service to communities not well served by roads is 
necessary and prominently in the public interest. Safeguards against 
arbitrary abandonment of a rail service exist today. According to Federal 
regulations, railways cannot abandon a service unless alternative methods of 
transportation exist and all concerned communities, individuals and levels of 
Government are given a fair hearing. The Canadian Transport Commission is 
responsible for granting permission for the abandonment of services which has 
practically never been granted in the past if strongly opposed by a 


Provincial government. 


The services must also be provided at affordable fares which invariably 
require Government assistance. This is being granted at present by the 
Federal Government, allowing VIA Rail to provide passenger transportation at 


affordable fares. 
Commuter Rail Services 


Under the commercial freedom granted the transportation modes by the National 
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Transportation Act and in the absence of any Government influence, the 


railways are free to: 


fo) charge any rates for their service, with an upper limit of 2.5 
times variable costs for “captive” traffic as determined in 
accordance with Canadian Transport Commission Costing Order R-6313 


and costing manuals approved by the Commission 


fe) determine the parameters of service such as train frequencies, 
timetables, transit times, train sizes, traffic priorities and 


other factors of convenience. 


Whereas railways are not permitted to refuse service, the National 
Transportation Act or the Railway Act do not specify the level of service 
i.e. the time limit within which a railway has to provide the necessary cars 


or trains and the transit times from origin to destination. 


With no Government involvement, the railways would follow their normal 
practice and carry out studies to determine the fares they could charge and 
the service levels they would have to offer in order to attract the number of 


riders who would provide them with maximum profits. 


In the Toronto area, outside the territory served by the Toronto Transit 
Commission, the volume of passenger traffic and its distribution throughout 
the hours of the day are in a range in which a railway could not make a 
reasonable profit unless charging fares that would be disproportionately 
higher than the general fare levels charged by the TTC. Such rates would 
cause many people to choose either the private car as an alternate mode of 
transportation or bus services that would undoubtedly be offered under the 
umbrella of the high rail rates. In response to these modal choices, the 
Province would have to build additional highway facilities to accommodate the 


automobile and bus traffic. 
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It is likely that under complete commercial freedom, the rail commuter 
service would be found economically unfeasible vis-a-vis competition from the 


other modes of transport. 


Thus, in a scenario of complete commercial freedom, commuters would use their 
automobiles or use buses to commute between their homes in the communities 
surrounding Toronto and their places of work in the city, and the Province 


would have to build highway facilities to accommodate them. 


Government involvement would therefore be unavoidable, if in no other way, in 


the form of highway construction. 


Considering that the efficient movement of people in the Toronto area is in 
the public interest as determined earlier, the scenario of complete 


commercial freedom appears to be unsatisfactory for the following reasons: 


fe) The cost of highway construction is not reflected in the cost of 
transportation perceived by the commuters; thus, their decisions 


may not lead to the most economical system. 


Oo People with no access to automobiles would have to pay high fares. 
This would place them in a disadvantaged position vis-a-vis people 
with cars or those living closer to their place of work; this 
situation would be the result of living and working in a very large 


metropolitan area, where differences in commuting distances are 


unavoidable for simple physical reasons. 


fe) Rail transportation is environmentally more desirable than road 


transport. 


fo) Efficient rail transportation conserves energy. 
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All of these are valid reasons for Government intervention in commuter rail 


transportation. 


If the Government of Ontario found that commuter rail systems are more 
economical than a system based on automobiles and buses, it is justified to 
spend the funds that would otherwise be spent on roads to support the rail 


service. 


Further funds could be provided for the second reason given above, i.e. 
assistance to the disadvantaged. This reason is common with the reasons why 


public transit should be assisted by Government in all cities. The reasoning 


1s very simple: 


fe) There are inherent economies in city sizes. Business acitivities 
can be managed far more efficiently in a large city and the denser 
the concentration of diversified activities, the less time is lost 


in managing the affairs of business and Government. 


fo) For these reasons, the entire country and Province benefit from 
concentrations made possible by large cities. These benefits are 
however, accompanied by at least one disadvantage that results from 


city size: long commuting distances. 


O Considering the general public benefit derived from the large size 


of the city, Government is justified in spreading the costs of the 


associated disadvantage. 


This is the logic that justifies the support by all levels of Government to 


transit services and to their extension: the commuter rail service. 


In summary, the spreading of Toronto's population to neighbouring towns 
provides a good example of the manner in which benefits are derived by the 
public at large at the cost of disadvantages accruing to some. As suggested 


in Section 1, the disadvantages should be mitigated in such cases by 
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channelling public funds toward the reduction of the disadvantages and it is 


the Government's role to administer this policy. 


We have only dealt so far with a comparison between commuter rail service and 


road transportation. There may be alternatives that are even better than 


either of the two options. 


We have not dealt, for example, with the physical extension of rapid transit 
to replace the present form of commuter rail. With sufficient ridership, 


rapid transit may be the most economical form of transporting commuters for 


the following reasons: 


o Electricity could be used to propel the trains: a factor that 
could become very important in Ontario if petroleum fuel prices 


increased to high levels. 

fo) Replacement of the railways' labour agreements which are 
incompatible with the requirements of transit type traffic and, 
therefore, very costly. 

O Much higher utilization of the track through shorter headways. 


It is Government's obligation to: 


° make a full economic assessment of the available options, 


i.e. of commuter rail, buses and rapid transit, 
fo) select a system that is the most economical in the long term, 
fe) provide assistance to an extent that is deemed reasonable. 


Since the Government of Ontario has the constitutional responsibility for 


financing the road option, it is logical that the same level of Government 
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should have a significant role in this sector of transportation regardless of 


the option finally adopted. 


However, since national objectives, such as energy conservation or the 
environmental improvement of Toronto, one of Canada's greatest tourist 
attractions, are also served by Toronto's commuter rail services, there is a 
place for Federal Government role in the support of commuter rail operations. 


Similar arguments can be made for municipal Government participation. 


Rail Transportation of Captive Bulk Commodities 


For all practical purposes, the transportation of bulk materials in large 
volumes is a captive traffic that could not be lost to another mode of 
transport for reasons of costs. This traffic can only be lost entirely if 


the commodities were to be priced out of the market through high railway 


rates. 


For example, the transportation of coal from Alberta to Ontario Hydro's 
Nanticoke plant by rail and ship, with transfer at Thunder Bay, has been 
priced in consideration of the alternative supply: imports of U.S. coal from 
Pennsylvania. Ontario Hydro's planners weighed delivered prices against the 
issue of security of supply and quality of coal, and negotiated a suitable 
rail rate. This rate was probably the maximum that the railways could 
achieve under the circumstances, which was consistent with the principle of 


commercial freedom. 


In theory, transportation by slurry pipeline may also influence railway 
pricing: if rates were too high a pipeline may be built and the railway may 


lose traffic to it. 


In practical terms, however, this possibility is not a serious threat to the 
railways. A pipeline requires the commitment of very large capital funds. 


If the railways' variable costs are significantly below the total costs of 
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pipeline transportation, all the railways would have to do is charge high 
rates as long as there was no competition from the pipeline and then 
conveniently drop their rates below the minimum rate that the pipeline could 
afford once it has begun operation. Thus, the only ways in which a slurry 
pipeline could be built is through ownership ties or through guarantees that 
could prove to be costly in the light of competitite rail rates offered in 
the future. Investors are often reluctant to commit large funds to a mode of 
transport that has higher fixed costs than the variable costs of a competing 
mode. Thus, it is probably appropriate to dismiss slurry pipeline 


transportation as a practical factor in railway rate setting. 


There are many examples in Western Canada that are similar to the 
Alberta-Ontario coal traffic. Railway rates for coal transportation are 
determined by the railways after careful evaluation of the markets including, 
for example, direct consultation with Japanese buyers of Canadian coal. The 
railways are quite aware of the rates that they can charge without 
jeopardizing the volume and they do exactly that. Under the provisions of 
the National Transportation Act, the railways have the freedom to charge any 
rate up to 2.5 times variable costs. (As the minimum, they have to charge 
their variable costs with the exception of the transportation of grain, which 


is explicitly exempted by the Act.) 


Considering our previous finding that the rail transportation of bulk 
commodities is in the public interest, is there any justification or need for 


Government involvement to protect that interest? 


In the example closest to home, the transportation of coal to Thunder Bay, 
there seems to be no need at the present time for any Government 
intervention. Ontario Hydro and the railways, after long negotiations, 
finally came to a mutually acceptable agreement in a commercial environment 


influenced by normal market forces. 


There appears to be no need for Government involvement in this particular 


example since at the present, the public interest is not in jeopardy. 
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In more general terms, the question may be asked whether Governments have a 
duty to become involved in the provision of services that are considered to 
be of vital public interest only to prevent a potential or hypothetical 
situation in which a carrier may not provide the service required by the 
public interest? Is that fear justified in an economic system that so far, 


has functioned quite satisfactorily under commercial freedom? 


Opinions on this matter are necessarily subjective. However, it may be 
worthwhile to make a few relevant observations which can be regarded as the 


subjective views of the author: 


re) The largest telephone companies in Canada, including the largest 
in Ontario, are privately owned. The only involvement of 
Government with these companies is the broad regulation of rates on 
the basis of total Company profits. Trans-Canada rates are not 
regulated at all. Telephone subscribers are completely captive 
with no access to competition. Yet, telephone service is available 
everywhere at a high level of convenience and at a cost that has 
escalated by less than 40 percent in the past twenty years while 


the costs of other services tripled. 


fo) Conversely, the Post Office, which is not only controlled but owned 
and operated by Government, completely failed to live up to its 
obligations to the public. Thus, provision of a service by 
Government is not in itself a guarantee for better service than 


that provided by the private sector. 


fo) CN Rail is a Government-owned Crown Corporation. Its objective is 
to be managed in the same way as a private company with the same 
profit objective. If an emergency situation developed in which the 
security of rail service was endangered the Federal Government 


should, in theory, be able to use its powers to force its Crown 
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Corporation to act in the interest of the public; if it could not 
do that, there would be no justification for Government to own CN 
Rail. The opinion is often voiced that one of the principal 
reasons for Governments to run businesses is to safeguard the 


public interest. 


fo) The transportation of Western Canadian grain has encountered 
serious problems allegedly resulting from the railways' failure to 
provide sufficient service. Complaints from grain producers have 
been equally directed towards CP and CN. It appears, therefore, 


that Federal Government ownership of CN had no impact on that 


carrier's attitude towards serving an important national objective. 


These examples may indicate that Government involvement for the sake of 


preventing inadequate performance by a carrier is not necessarily effective. 


Government may be more effective in a positive way by contributing to the 
improvement of service in freight transportation. This is particularly true 


if the improvement implies a benefit to the public at large and, therefore, 


there is justification for public participation in the costs. 


An example of potential positive government role in the bulk transportation 
sector is that of mineral aggregates (sand, gravel, and crushed stone). 
These commoditities are among the few bulk materials that are transported in 
very large quantities by truck. The reasons why trucks can compete with 
railways in transporting aggregates are the short delivery distances that 


prevail in Ontario. 


Aggregate trucks are notorious for severely disturbing the environment of 
several communities in Ontario by causing noise, dust, traffic hazards, 


congestion and damages to other vehicles. 


Whereas in many cases, the construction of road by-passes, road widenings and 


other improvements could alleviate the problems, in some cases it may be 
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found more expedient to revitalize the transportation of aggregates by rail 
which, some time ago, was more predominant than today. This could only be 
achieved with Government assistance, since over short distances rail 


transportation is no longer competitive with today's large efficient trucks. 


The justification for a positive Government role in this example would be the 


improvement of the environment which is a public objective. 


Some people may argue that the users of aggregates should pay the costs of 
environmental protection since it is their consumption of aggregates that is 
responsible for the damages. However, this approach would be impractical 
because various aggregate producers are faced with various degrees of 
environmental problems and if they had to pay the costs of improvements 
themselves, some producers could simply not compete with others who, by 
virtue of their location, would not have to face environmental problems. 
This situation would soon result in a shortage of mineral aggregates. Thus, 
Government assistance to the railways for providing a service that is 
competitive with trucks may be justified at certain locations. Another 
Provincial Government role would be the consideration of the alternative 
solution: the construction or improvement of road facilities, which is 


clearly a Provincial responsibility. 
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4. THE CHANGING TRANSPORTATION ENVIRONMENT 
AND THE CHANGING ROLE OF GOVERNMENT 


Several changes have occurred in the past decades that had significant 


impacts on transportation and on the Governments’ role in transportation. 


Apart from improvements in railway technology, the following changes are 


discussed here: 


oO 


Growing public sentiment against monopolies in all industries. 


Inflation causing the Crow's Nest Pass rates to be increasingly 


unrealistic. 


Air transportation replacing long distance rail passenger 


transport. 


The National Transportation Act and Bill C-33. 


Aggressive implementation of rail policies based on profit 


objectives vis-a-vis freight transportation. 


Increased awareness of environmental concerns. 


Soaring prices and dwindling supplies of petroleum fuels. 


Growing reluctance of Government and the railways to make capital 


investments in the transportation infrastructure. 


A general trend in public attitudes to tolerate lower levels of 


service. 


Growing Public Sentiment Against Monopolies 


Before the turn of the century, railways had a virtual monopoly in 


transportation in all areas that had no access to water. In those times, 
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exploitation of the producer was the order of the day: the railways 
considered the market price of a commodity and charged a rate that left 
the producer not much more than what he needed for a minimum standard of 


living. The producer was completely at the mercy of the railways. 


Competition among the railways did not cure this situation because entering 
into the business was costly and it was more profitable for a railway to move 


into a new territory rather than trying to compete with an existing line. 


In Canada, the Crow's Nest Pass rates guaranteed a reasonable return to the 
farmer on wheat; these rates were negotiated by the Federal Government with 
Canadian Pacific just before the turn of the century in exchange for Crown 
land. However, the original railway approach to pricing still continued 


for many other commodities. 


The pricing philosophy of the railways has not changed to this day. The 
railways claim that there is no contradiction between their approach and 
normal pricing policies for any commodity or service in a system of free 


enterprise. 


However, there is an important difference; that is the lack of competition 
in the railways' case as opposed to the price-controlling effects of 


bargaining and negotiations in the free market. 


As a result, the relations between the railways and the producers have 
deteriorated over time, as the producers felt captive to the railways' 
decisions with little opportunity for negotiation. Frustration gradually 
turned into suspicion and prejudice against the railways that became almost 


engrained in tradition in certain parts of the country. 


Over the years, new modes of transport appeared on the scene: first 


automobile and truck transportation, then air transport and finally, 
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pipelines. Railways lost much of their formally captive traffic. They now 
had to compete with other modes of transport but still not with each other. 
Competition kept many of the rail rates at reasonable levels. However, for 
those commodities for which competition from other modes was not serious, the 


old railway pricing philosophy has continued to prevail. 


At the root of the dissatisfaction with the railways has been the reluctance 
of people to accept their pricing philosophy. Although most people do not 
question the superiority of the free enterprise and market pricing system, it 
appears that most people refuse to accept that these principles also apply to 
so-called "natural monopolies". This is consistent with people's disapproval 
of monopolies in the economic order that became predominant since the 
Depression and resulted in such public reaction as anti-combine legislations. 
Captive shippers do not like to be pushed around by the providers of services 
that are forced upon them for lack of alternative options. The shippers' 


frustration manifests itself in complaints and continuous calls for reform. 


The railways are fighting an apparently unsuccessful battle for being 
accepted by the public as full fledged members of a competitive free 
enterprise system. It is a general perception that Canadian railways do not 
compete with each other by offering each others' customers better service or 
lower rates than those provided by the other railway. Railways do compete, 


however, with other modes of transport for certain types of traffic. Where 


such competition is not possible for economic reasons the railways are 
perceived as monopolies and, therefore, the public is reluctant to accept the 
principle of market pricing or "value of service" pricing as applicable to 
railways. There appears to be a basic feeling in people that in the case 

of captive traffic railway rates should be related to costs in a tighter 


manner than allowed by the National Transportation Act. 


The conflict is between this public view and the railways contention that a 
shipper who derives larger profits from a commodity than others should share 
some of that profit with the transporting carrier in the form of higher 


rates. This conflict between the public and the railways' view persists and 
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is giving rise to many complaints, especially in Western Canada where most of 


the captive commodities originate. 


The Provincial Governments in Western Canada are advocates of the complaints 
on behalf of their constituents. They also claim that certain rail rates 
discriminate against particular economic or population sectors in favour of 
others. Some of the complaints imply that some sinister conspiracy exists 
between the management of the railways and specific business groups domiciled 
in Eastern Canada and that rates are controlled by these rather than by 


market economics and through negotiations. 


As noted, the suspicion of collusion also extends to CN Rail, the 
federally-owned crown corporation that is not responsible to any shareholders 
or “business groups". The word “discrimination” has been used widely but 
always in a general sense. No attempt has been made to explain why a railway 
would want to discriminate against one group of customers in favour of 
another, nor has a comprehensive list of examples been made public that would 
clearly indicate the ways in which a group of customers has been favoured at 


the expense of others. 


One example often mentioned in publications and speeches is the 
transportation rate of steel from Ontario to Alberta which has been higher 
than the rate from Ontario to British Columbia; however, even if there were 
“discrimination” in this particular case, it would be between two Western 
provinces and would not prove the alleged discrimination between Western and 
Eastern Canada. In fact, the rate differential for steel between Calgary and 
Vancouver was the result of simple market pricing: the price of Japanese 
steel that was higher in Calgary than in Vancouver has been the benchmark 


against which the delivered price of Canadian steel was measured. 


Exhibit 1 indicates that the major railways did not make exorbitant profits 
in 1977 and 1978. A return of 3 percent on investment for a Crown 
Corporation (CN) and 9 to 10 percent before income taxes for a private 


company (CP) is rather low, considering that C.P. Limited's average 
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RAILWAYS' RETURN ON INVESTMENT 


INVESTMENT IN 
PROPERTIES LESS 
DEPRECIATION RESERVES: 


NET INCOME BEFORE 
INCOME TAX: 
RETURN ON INVESTMENT: 


NET INCOME WITHOUT 
SUBSIDIES : 


NET INCOME WITHOUT 
GRAIN LOSSES: : 
RETURN ON INVESTMENT: 


NET INCOME WITHOUT 
PASSENGER LOSSES: 
RETURN ON INVESTMENT : 


NET INCOME WITHOUT 
PASSENGER AND GRAIN 
LOSSES: 

RETURN ON INVESTMENT: 


Source: Statistics Canada publication #52-208. 


CTC Annual Report 


1) Estimates made by Peat, Marwick and Partners, using information 


published in the Report of the Commission on the Costs of Transporting 
1976 


Grain by Rail. ~- October, 


EXHIBIT 1 


(million $) 


Eo 

CN CP 
3250 1558 
96 148 
3.0% as 
(129) 50 
149 241 
4.6% 15.5% 
158 Log 
439% 10227 
215 252 
6.5299416.27 


1978 


CN 


3389 


101 
3.0% 


(137) 


Cpa 


1636 


168 
POton 


67 
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(corporate) return has been close to 20 percent. Thus, the fact that 
railways do have a virtual monopoly certainly does not show in their results, 
not even if their losses from statutory obligations were eliminated. (That 


would have increased their returns to 6.5 and 16.2% respectively). 


The Governments’ role in responding to the public's dissatisfaction with 
railway rates for captive freight traffic would be a monitoring function to 


enable the Government to verify cases of alleged discrimination. 


Although not enpowered to regulate freight rates, a monitoring of rail rates 
and rate increases could serve the same useful function as other price 
monitoring services provided by such Government agencies as the Ministry of 
Consumer and Corporate Affairs. If similar services were offered by, say, 
the Ministry of Transportation and Communications, the public could rely on a 
powerful ally in its dealings with the railways regarding “captive” freight 


rates, thereby establishing a form of "balance of power” in its negotiations. 
Crow's Nest Pass Rates 


The Crow's Nest Pass rates were fixed more than 80 years ago. They apply to 
the transportation of wheat and other grains from Western Canada at a 


statutory rate of approximately 1/2 cents per ton-mile. 


Inflation has made this rate completely unrealistic. Whereas a decade ago 
there could still have been some argument that the railways could actually 
transport grain from their main lines at a cost below that rate, due to the 
rapid inflation since 19/70 the railways' losses on grain traffic skyrocketed. 
The difference between the railways' grain transportation costs and revenues 


must be recovered from other traffic. 


The significant increase in grain transportation losses, caused primarily by 
the inflation of costs and the fixed amount of the rates, warrants a reform 
of the subsidy system for grain transportation. There is little doubt that 


such subsidies are needed to keep Canadian grain competitive in world markets 
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and at the same time, secure a stable income for the Canadian farmers. But 
it would be better to pay the subsidy in a more direct form than at present. 
It would also be better if the railways received financial incentives for the 
efficient transportation of grain, replacing the present situation in which 
it is in the railways' financial interest to carry as little grain as 
possible. Since the railways have no choice with respect to the amount of 
grain they have to carry, they give grain traffic a low priority in order to 
reduce their costs. The railways' statutory obligation is to provide the 


service, but the manner in which it is provided is not described by law. 


Shippers across the country have an interest in the ways in which the system 
of grain transportation subsidies would be changed. Users of rail services 
cannot see why they should contribute to the subsidies in an indirect way by 
having to pay higher rates to the railways, while users of truck 
transportation do not pay any part of the subsidy. The question can be asked 
in a more general way: why should the users of transportation services 
contribute to the subsidies at all? The provisions of the National 
Transportation Act that put the burden of transfer payments on the users of 
transportation are very unusual, since no benefits, direct or indirect, 
accrue to the shippers as the result of the Crow's Nest Pass rates. For that 
reason there has been constant pressure on the Federal Government to change 
the present arrangements and pay direct transportation subsidies to the 


farmers from general revenues. 


On the basis of information published in the Snavely Report and other 
sources, it is estimated that in 1977 the railways paid out about 150 million 
dollars to cover their losses on grain transportation after the receipt of 
all branch line subsidies. This was approximately 5 percent of their total 
revenues. Thus, if another arrangement had been in force to subsidize the 
grain producers and if the railways had passed on their savings to the 
shippers, all rail rates across the country could have been approximately 5 


percent lower. 


However, there is absolutely no guarantee that the railways would pass on any 
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cost savings to their customers. When services are priced under commercial 
freedom, freight rates are determined by competition and by the ability of 
the market to pay the charges. There is no reason to believe that freight 
rates would not remain the same after the Crow's Nest Pass rates had been 
abolished. In that case, the railways’ profits would increase to almost 
twice their present level. According to the data shown in Exhibit 1, the 
rates of return on the railways' investment would, in that case, still not be 


out of line with those of other businesses. 


It can be assumed, however, that even if the rates didn't change, the 
railways would spend a substantial part of their increased earnings on the 
improvement of capital plant which would eventually, benefit the users of 


rail services. 


In summary, it is reasonable to suggest that the "user pay” principle, 
according to which the users should pay as much of the true costs of services 
as possible, should also apply in reverse: the users of transportation 
should not pay for expenses that have nothing to do with the service that 
they are using. The subsidization of grain transportation does not appear to 


be in line with the “user pay" principle. 


Passenger Transportation 


It is probably safe to say that technology has caused some of the most 
significant changes in rail passenger transportation. Although there may be 
a sentimental tendency in people to delay its decline, eventually rail 


passenger transportation is likely to be limited to: 


fo) short haul high density services, particularly suited to the rail 
mode, 
oO access to communities in northern areas with limited road 


facilities. 
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The reasons for the decline in rail transportation has been the rapid 
improvement in air transportation technology and the continuous increase in 
airline productivity that resulted in the reduction of real air fares and, at 
the same time, an increase in the quality of service and in the speed of air 


travel. 


Under complete commercial freedom most rail passenger services, if not all, 
would have disappeared under the competitive pressures of air transportation 
on long trips and of bus and automobile transportation on short trips. 
However, as the result of Government intervention, supported by the National 
Transportation Act, passenger services continued at substantial losses. 
According to the law, 20 percent of the losses had to be borne by the 
railways. The participation of the railways in the losses was supposed to 
provide an incentive for improving efficiency. However, instead of improving 
their efficiency, the railways reduced their losses through a deplorable 


reduction in the quality of service. 


The formation of VIA Rail freed the railways from participation in the losses 
resulting from passenger transportation. However, the railway can still not 
derive a profit from carrying passengers and are not allowed to charge VIA 
more for operating their passenger trains than the variable costs defined by 
Costing Order R-6313. 


The definition of "variable costs" implies that if the railways stopped 
carrying passengers their costs would be reduced exactly by that amount; 
since their revenues are also equal to that amount, the railways' financial 
situation would, at least theoretically, not change if they did not carry 


passengers. (1) Therefore there is little incentive for the railways to 
provide operating services for VIA Rail, and they only provide them because 
that was the condition under which they were freed from their passenger 


transportation losses. 


Thus, passenger transportation by the railways today is a true public 


service. However, since the rules do not allow them to derive any profits 
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(1) The extent to which the calculation of variable cost follows Costing Order 
R-6313 is not known, since the railways do not provide any details of pricing 


to VIA. 
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from it, the railways are not interested in increasing passenger traffic, and 
hence, competition from another service or mode of transport would have no 


effect on the quality of service provided by the railways to VIA Rail. 


The Management of VIA Rail is presently more interested than the railways in 
the quality of service and growing passenger volumes. However, because of 
the limited history of VIA it is too early to say whether VIA's Management 
will be judged by the quality of service and growth in passenger volumes or 
by the amount of subsidy per passenger-kilometre. In the former case, 
competition would improve VIA's service and reduce its rates, but at a high 
cost to the taxpayer. In the latter case, little would change from the 


situation that existed befor VIA. 


It is the Federal Government's role to strike a balance between the 


conflicting criteria by which VIA's management may be measured. 


The National Transportation Act and Bill C-33 


The National Transportation Act of 1967 has been a fundamental document that 
defined the objectives of transportation and the role of Government. Section 
3 of the Act is reproduced in Appendix A: it declares that “economical, 
efficient transportation at the lowest possible cost is essential to protect 
the interests of the users of transportation and to maintain the economic 
wellbeing and growth of Canada". It also states that these objectives are 
most likely to be achieved when all modes of transport are able to compete 


and that regulations shall not be an impediment to competition. 


Basically, the Act advocates commercial freedom to the extent that such 
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freedom does not jeopardize the public interest. Its shortcoming is probably 
the failure to prescribe a practical procedure for examining and protecting 
the public interest in the cases of captive rail traffic. There are 
provisions in the Act by which a shipper can apply for the reduction of a 
high rail rate if he feels that it violates the public interest. However, 
the procedures to prove this, and to carry the case through hearings, is so 
cumbersome and costly that most would-be applicants shy away from the 
process. Only seven or eight applications were made for the reduction of 


rail rates in thirteen years, and they took years to be resolved. 


Another deficiency of the Act is the manner in which grain transportation is 
treated, being inconsistent with the Act's principle that there should be no 


cross-subsidization between transportation sectors. 


Apart from these, the Act has contributed to an efficient transportation 
system in Canada and provided a choice of services to shippers at prices that 
do not appear to have been obstacles to economic growth. In the meantime, 
the costs of transportation services decreased steadily in real terms; 
whereas transportation has remained an approximately constant 6 percent of 
the Gross National Product in terms of real output (in 1971 constant dollars) 
current expenditures on transportation decreased from 8 percent of the GNP in 
1946 to 5.5 percent in 1976, indicating an improvement of 30 percent in the 


productivity of transportation relative to the rest of the economy. 


It was therefore rather surprising many years ago to hear a Federal Minister 
of Transport make a statement that Canadian transportation "is in a mess”. 
This statement was probably not meant in earnest and certainly puzzled the 
Canadian carriers and shippers who may have often been at odds with each 
other at the negotiating table, but appeared to agree on one fact: that the 
National Transportation Act has been a piece of legislation that benefitted 


the shippers as well as the carriers. 


The only obvious "mess" in transportation has been the unsatisfactory 


movement of grain for the reasons discussed, and the deterioration of rail 
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passenger services that have since undergone a major re-organization. 


A further surprise was the drafting of Bill C-33 to amend the National 
Transportation Act; it had its first reading in Parliament in January 1977. 
"Amendment" was an understatement: Bill C-33 completely re-stated the 
objective of transportation in Canada. It repealed Section 3 of the National 
Transportation Act (see Appendix A) and stated instead that the objective of 
a transportation policy for Canada was to achieve a transportation system 


that: 


(a) is efficient, 
(b) is an effective instrument to support the achievement of national 
and social and economic objectives, and 


(c) provides accessibility and equity of treatment for users. 


The Bill also declared that achievement of the objectives of the 
transportation policy for Canada requires the integration of services 
employing the most appropriate modes for each service, and that it is the 
responsibility of governments to attend to the provision of the 


transportation system. 


Thus, among the major objectives of transportation, there was no mention of 
competition: in fact, integration of services was advocated. Instead of 
commercial freedom, the Bill stated that transportation should be an 
instrument of social and economic objectives and, accordingly, emphasized a 


strong role for Government in overseeing transportation. 


The Bill came under attack from many corners and was never passed. There has 
been concern about potential conflifts between the efficiency of 
transportation and the use of transportation as an instrument of national or 
regional policy and how such conflicts would be resolved. It was also 
unclear what was meant by the phrase “responsibility of Government to attend 


to the provision of the transportation system”. 
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Probably the main problem of the Bill was that it made transportation 
subordinate to an objective of a higher order, i.e. regional development, 
instead of declaring that efficient transportation is in the public interest 


and is the primary goal in a country so dependent on transportation. 


Rail Policies Based on Profit Objectives 


In line with the policies of competition and commercial freedom reflected in 
the National Transportation Act, CN Rail embarked on an agressive 
implementation of policies based on profit objectives in the freight 


transportation sector. 


Whereas CP Rail has always been operated with the profit objectives of 


private enterprise, these objectives were not explicitly announced in the 


case of CN Rail. In recent years, the policies of the Federal Government and 


of CN Rail have made it clear that CN Rail will be run on the same basis as 


any private company. 


This change may have an indirect impact on CP Rail's policies too. Whereas 


previously, Canadian Pacific and its subsidiaries derived some political 


advantage from the fact that CP Rail was not making very much profit, this is 


no longer a "virtue" in the light of CN Rail's new policy of commercial 


profitability. 


In the case of the VIA Rail, it is meaningless to speak about “profit” since 
VIA derives about two-thirds of its revenue from public funds and all of its 
assets have been created through Government funding. Thus, VIA's financial 

objectives are rather similar to those of a Government department to perform 


the budgeted activities for the budgeted funds or for less. 


Environmental Concerns 


For generations, environmental concerns had a much lower priority among 


public and private objectives than today. The recent change in public 
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attitudes has two consequences: 


0) funds are today more readily available for the improvement of the 


environment than before, and 


fo) it is often difficult to build transportation facilities that are 
necessary for the provision of adequate service, because they 


infringe on the environment of local communities. 


Since the protection and improvement of the environment is a public concern, 
Government has obviously major roles in ensuring a balance between these 


concerns and the availability of new transportation facilities where needed. 


An example of a potential role of Government in the improvement of the 
environment through involvement in transportation has been described in 


Section 3. 
Conservation of Petroleum Fuels 


The decrease in the production of crude oil in Canada and high world oil 
prices represent a substantial change in the economy that impacts on 
transportation, perhaps more significantly than on most other economic 


sectors. 


The conservation of oil resources is a public objective that requires 
Government intervention in many sectors of the economy since the private 
sector cannot take into consideration the public good to the same extent as 


Government. 


So far, Governments in North America have achieved relatively little in 
bringing their countries closer to self-sufficiency in oil. It is 
predictable that we shall witness more active Government intervention in the 


near future, especially if some major event occurred in the Middle East. 
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Considering the political instability in many Middle East countries, the 
probability of such events is quite high. 


Rail transportation, being the potentially most fuel-efficient land 
transportation mode if operated with the objective of fuel conservation, will 
have a vital role if the availability of petroleum fuels were curtailed. 

Even without such curtailment, Governments must give railways a more 
important role in their long range fuel conservation plans since there is no 
other transportation mode that provides a similar opportunity for a potential 


reduction in petroleum fuel consumption. 
Section 8 deals specifically with the subject of energy conservation. 


Reluctance Toward Investment and 
Changing Public Attitudes Toward Service Levels 


There has been a noticeable trend in recent years toward a reduction of slack 


capacity in both the public and the private sector. 


The reluctance of investment has been partly caused by high inflation rates 
associated with high interest rates. Because of these, the owner of a new 
facility finds it difficult to compete with an owner of an old facility. 
Furthermore, new investment in plant for the expansion of capacity causes 
such increases in costs that the owners of a plant would rather try to 
increase the utilization of the existing facilities than expand their 
capacity. This almost always leads to poorer service levels as the slack in 


the system decreases. 


There are several examples for such trends occurring in the transportation 
sector. Railways are increasingly reluctant to buy cars and prefer to leave 
that to their customers. The same policy applies sometimes to locomotives 


and cargo handling facilities. 


Investment always implies an element of risk. Through their reluctance 
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toward investment, the railways are trying to shift as much of the risk to 
their customers as possible. This attitude is inconsistent with the 
railways' objective of achieving the same levels of profit as other 
commercial enterprises, yet when it comes to new investment, they rather rely 


on their customers or on Governments to provide the funds. 


It appears that the public is rather complacent with the reduction in service 
levels resulting from the reduction in slack capacity. Growing waiting lines 
and delays in service do not appear to give rise to too many public 
complaints. Recently, Ontario Hydro has been severely criticized by the 


public for providing too much slack capacity. 


Governments must ensure a reasonable balance between the capacity of 
facilities and service levels since the public may not be aware of the 
serious loss of national productivity that can result from poor service 
levels in transportation. Governments must ensure the service standards that 


are the most cost-effective from a total economic point of view. 


33 


1439 


34 


5. SERVICES THAT REQUIRE GOVERNMENT SUPPORT 


Governments provide support to transportation in two basic ways: 


- they build facilities, and 
- they pay subsidies. 


A substantial amount of research has been devoted to the question of 
Government contributions to transportation and distinction has been made 
between financial support provided in the form of building faccilities, i-e. 
contributing to the “infrastructure”, and the payment of subsidies, either 


directly or by absorbing the losses of Crown Corporations. 


Considerable efforts have been devoted to separate any Government support 
provided to the infrastructure of transportation systems from operating 
subsidies. One of the reasons for this distinction has been the railways' 
claim that they have to maintain their own infrastructure whereas all the 
other modes use facilities provided by Government. Whereas this statement is 
true, it is felt that the distinction is of probably little consequence, 
since the technology of the various modes of transport are completely 
different. A substantial part of the “infrastructure” for air and water 
transportation is free: there are no highways in the air or on the ocean. 
At the other end of the scale, railways require an extremely elaborate 
infrastructure that is costly to build and maintain; however, once it is 
there, it makes it possible to operate on it at a relatively lower cost than 


the costs that other modes are able to accomplish. 


A more meaningful indicator is the total amount of funds spent by Governments 


on the various transportation sectors. 


Certain rules must be applied to the presentation of such data to ensure 
consistency. For example, in order to compare Government spending with that 
of the carriers, a cost of capital has to be assumed for Government. 


Government fiscal data usually mix capital expenditures in a particular year 
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with operating expenses, i.e. a Government capital investment is fully 
depreciated at the moment it is made. Zis Haritos of the Canadian Transport 
Commission has devoted a substantial amount of work to this issue and 
produced several reports and papers on the subject; he concluded that to 
develop meaningful figures, a notional cost of money should be assigned to 
Government investment; he used 6 percent in most of his work. He also 
concluded that sales taxes should not be considered Government revenue 
related to the transportation service, but all direct user charges and all 
taxes unique to transportation, such as transportation fuel taxes, or the air 


transport tax, should be included in the calculations as revenue. 


The total Government expenditures and revenues in the various transportation 
sectors are shown for 1975 in Exhibit 2. Federal, Provincial and municipal 
expenditures and revenues are combined. Most of the expenditures for the 
air, marine and rail modes are Federal, expenditures for roads are Provincial 


or municipal, and road revenues are Provincial. 


It is difficult to defines an “equitable” method for determining which 
transportation modes recevive relatively greater or smaller support from 
Government. A possible approach is to determine the total amount spent by 
the users of a particular mode and to examine how much more they would have 


spent if there had been no Government support. 


Exhibit 3 shows the revenues and costs of railway operations for CN and CP. 
For rail freight transportation, other than statutory grains, the subsidies 
received by the railways from the Federal Government to compensate them for 
their losses on unprotected branch lines and the "at and East” eastbound 
grain and flour subsidies are less than the railways' losses resulting from 
the Crows Nest Pass rates. The latter amounted to $147 million in 1977 
against freight subsidies of $32 million. It can thus be said that in total 
the railways receive a negative subsidy for freight transportation; in other 
words, the railways are subsidizing the grain producers in Western Canada. 

As shown in Exhibit 3, the Government's subsidy to Western grain transporta- 


tion was only $94 million against the $147 million “subsidy” put up by the 
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EXHIBIT 2 


GOVERNMENT SUPPORT TO 
TRANSPORTATION 
(All Levels of Government) 


(million $) 
oS 
Infrastructure 

Jz8ics Marine Road 
Annual Revenues 192 P22 2805 
Gov't Support 324 ee beak 
Costs 516 Tvah 4796 
% Recovery 37% 17% 58% 
Source: "Transportation: A National and Regional Perspective" 


Transport Canada Discussion Paper for the First 
Minister's Conference on the Economy, Nov. 27-29, 1978. 


NOTE: 1975 figures are latest available. Data developed as 
part of special studies by the Canadian Transport 
Commission. 
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EXHIBIT 3 


RAILWAY REVENUES AND COSTS 


(million $) 
1977 
CN AND CP 
Freight Excl. Statutory 
St'ry Grain Grain2) Passenger Total 
Annual Revenues 2629 98 109 2836 
Gov't Support 32 94 199 325 
Intermal Transfers (2215 147 74 - 
Annual Costs?) (2196) (339) (382) (2917) 


Profit (loss) before 
income tax 244 


244 


1) Excluding income tax 
2) Estimated 


Source: Railway Annual Reports, except were noted. 
CTC Annual Report - 


railways themselves (financed from other traffic revenues). 


Passenger transportation subsidies amounted to $199 million in 1977. In 
total, the subsidies accounted for $325 million and the railways transferred 
$221 million from their general freight revenues to cover their portion of 


the grain and passenger losses. 


The subsidies related to rail passenger transportation are shown in Exhibit 
4, for the years 1977 and 1979 for CN, CP and VIA Rail. 


It is interesting to note that, considering inflationary increases in railway 
costs between 1977 and 1979 there has been relatively little change in the 
total balance of revenues and costs between the times before and after the 
formation of VIA Rail. Since VIA rationalized some service in 1979, the 
resulting savings were either cancelled by the costs of services improvements 
or the railways are charging VIA more than their previous approved variable 


costs for the equivalent service. 


The passenger transportation costs and revenues per passenger-km are 
summarized in Exhibit 5 for bus, rail, air passenger car transportation. As 
shown, passengers paid for approximately 30 percent of the total 
transportation costs in the rail mode. They paid 75 percent in the air 


mode. 


It is very difficult to make an equivalent estimate for the automobile mode 
since it would not be fair to include urban transportation in a comparison 
with inter-city modes. An estimate of 1 cent per passenger km net Government 
expenditure is estimated to be in the right order of magnitude if only 
highway traffic was considered. With that assumption, the percentage of 
costs paid by a passenger travelling by private automobile would be about 83% 
of the total cost. 


According to several reports buses pay fully for the facilities they use. 
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EXHIBIT 4 


RAIL PASSENGER TRANSPORTATION 
COSTS AND REVENUES 
(millions of dollars) 
1977 and 1979 


for ce VIA TOTAL 

1977 

Revenues 88.2 210 = 109.2 
Government payments 161.2 3064 = 19935 
Railway losses 62.6 10.6 = F302 
Costs 30770 69.7 JOre 7. 

————— 

1979 

Revenues 17.9 103.8 T25e% 
Government payments 354.0 23158 267.4 
Railway losses }) 1f20 (0.4) 10.6 
Costs 64.5 S35%2 399.7 


1) Railways have been compensated 
for al. losses, acter Avril terol 9 
only. 


Source: Railway Annual Reports. 
Statistics Canada publication #52-208. 


28.6% 


S2e2e 


Te PA 


100 % 


100% 


EXHIBIT 5 


PASSENGER TRANSPORTATION 


FARES AND COSTS 


CANADA 
1977 


(Trips over 150 km one way) 
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BUS RAIL AIR avto!? 
4.0 2) 3) 
PASSENGER-KILOMETRES . 216 2664 50.0 
(billions) 
4) 
FARE ¢/KILOMETRE Sat 4.2 eal 520 
GOVERNMENT CONTRIBUTION 
¢/KILOMETRE 0.0 L052 dig 1.0 
COST ¢/KILOMETRE Siaale 14.4 6.6 6.0 
% RECOVERY 100% 29% 75% 83% 
ca de ie andi ee a Pe Mes tle eB a 
1) Broad estimates ,.based on 2 persons/car 
2) (CN and CFP 
3) Air Canada and CP Air 
4) Driver's expenditure 
Source: Carrier annual report d lati 
Peat, Marwick Pd see Eis eae Pe 
Extrapolation to 1977 based on: 
1. "An Interim Report on Inter-City Passenger Movement in Canada" 


June 1975, Transport Canada. 


2. "Technology and Productivity in Passenger Transportation", 


September 1975, Transport Canada. 
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It was not possible to arrive at similar figures for the marine mode since 
most of the marine traffic is international and no data are available on the 
total expenditures of shippers by that mode. 

It can be concluded that in rail transportation, only the passenger mode 
requires subsidies. However, the subsidies required for this sector are very 


large in comparison with recoverable costs. 


A study of 1972 passenger fares and subsidies showed that a one-way airline 


ticket between Toronto and Vancouver cost $133, a rail coach ticket $95. 


The Government's contribution to the passenger's air trip was estimated to be 


$44. The loss on the rail trip was $202. 


The total cost of the air trip was therefore, $177, and of the rail trip 
$297: a difference of $120 in favour of the air trip. 


Further to the cost difference, a railway trip would last 3 days, as opposed 
to 5 hours for the air trip. The passenger would have to eat during the 
trip, and if he or she used sleeping accommodations on the train, the costs 


would be even higher than shown. 
The passenger also lost three days of his or her vacation or working time. 


Is it legitimate to search for a reason why the Government is subsidizing a 
transportation service that costs substantially more and is less convenient 
than the service offered by a more efficient competing mode? Is it 
believeable that a passenger would spend three days on a train instead of 5 
hours on a plane to save $38 which he or she is likely to spend for meals and 


other expenses during the trip anyway? 


In search for an answer to this question the suggestion may be made that 
perhaps the reason for long rail trips is not only the transportation from 
one point to the other but the trip itself. It is possible that the rail 


trip itself becomes the entertainment or recreation the passenger is looking 
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for. If that is the case, the expenditure of Government is no longer 
subsidy to transportation but rather a subsidy to recreation and should be 
judged in that light. 


The other possible answer to the puzzle is that in fact there are hardly any 
long distance passengers on the trans-continental train and that most 
passengers travel to and from small intermediate towns to the nearest large 


city. 


The conclusions that can be drawn from the 1972 data in relation to short 
haul transportation are different. The air fare between Toronto and Montreal 
was $30 and the estimated Government contribution to that trip was $10. The 
rail coach fare was $19 and the losses on the trip were $10. Thus, if 
Government paid for all the losses, the contributions of Government to the 
Toronto-Montreal trip would have been the same for both modes but the 


passengers would have paid substantially less for the rail mode. 


Rail transportation on short hauls with heavy traffic can therefore be more 
economical than air transportation. It can also provide a high level of 


service without sacrificing economies. 


However, when the traffic volume is smaller, such as between Toronto and 
Ottawa, rail transportation is no longer more economical. The 19/72 air fare 
between Toronto and Ottawa was $25 and Government contributed approximately 
$8 for a total of $33. The rail fare was $17 plus a loss of $19 for a total 
cost of $36. Thus, rail transportation to Ottawa was less economical than 
air transportation, in spite of the fact that the level of rail service was 


"cut to the bones”. 


For comparison, the number of passengers between Toronto and Montreal was 
approximately 1.2 million as opposed to the Toronto-Ottawa volume of 170,000, 
including part-of-the-route passengers. 

It can be concluded that the key to efficient rail passenger transportation 


is passenger volume. 
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Subsidies granted one transportation mode impact on other modes. The air 
mode is not seriously affected by rail passenger subsidies because the amount 
by which air fares are higher are, in most cases, amply compensated by the 


shorter travel time. 


The bus mode could be affected to a greater extent by the rail subsidies. 
Since rail transportation is somewhat faster and substantially more 
comfortable than the bus mode, a subsidy that enables the railways to reduce 
their fares just slightly above the bus fare puts the bus service into a 
difficult competitive position. It is felt that the Federal Government would 
be justified in safeguarding the interest of the unsubsidized bus mode by not 
allowing VIA Rail to set their fares below a certain margin that would be 


related to the level of bus fares. 


In summary, rail services that were found to require and fully justify 


Government support are: 


fo) Services for isolated communities, provided that the rail mode is 


the least costly method of transportation at equivalent levels of 


service. 


fo) Commuter rail services which, through subsidies, mitigate the 


disadvantages caused by the size of large cities. 


fo) Other short haul passenger rail services that do not require 
subsidies much in excess of the Government support provided to the 


competing modes of transport. 
fe) Transportation of grain. 
The justification for Government support to long distance rail transportation 


is not quite clear, as discussed above. Direct support of grain 


transportation appears to be necessary, but the present cross-subsidization 


ao 


provided by other railway users contradicts the “user pay” principle and has 
a serious negative effect on the efficiency of the total transportation 


system. 
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6. INVESTMENT OPPORTUNITIES FOR GOVERNMENT 


The economy of Canada is based on the principle of private investment. 


Government usually makes investments if: 
- the investment serves a public objective, and 


- the expected return is too small or the perceived risk is too 


great to attract private investors. 


A high return on investment is the award for the investor's initiative and 
courage: it is required to motivate him. Government is motivated by its 
desire to serve the public and therefore does not need such high rates of 


return as private enterprise. 

Government nevertheless needs a return on investment since it invests the 
public's money and is obliged to obtain at least the same return as the average 
citizen could have obtained if he had not given his money to the Government. 


This rate is usually equal to the going interest rate on savings deposits, 


guaranteed bonds or certificates. 
Thus, government financing can make capital-intensive projects feasible that 
would not be found feasible at the high rates of return expected by the 
private sector. In rail transportation such projects may be: 

- construction and upgrading of tracks to increase capacity 

- electrification of lines 

~ construction of new lines to serve the development of resources 


- construction of terminals 


- purchasing of rolling stock. 


Government investment in such projects is justified if the projects serve a 


public objective such as: 


- creating jobs in areas of unemployment by ensuring the viability of 


marginal industries or projects. 
- improving the balance of payments through increased exports 
- conserving petroleum fuels 
- protecting the environment 
- making a region more attractive to its residents and to tourists. 


Examples of potential Government investment in railway lines are present 
plans by the B.C. Government to build some of the lines required to haul 


North-East B.C. coal to Prince Rupert for the Japanese market. 


It should be noted that the high rail rates for the “captive” coal traffic 
determined by the application of free market principles contribute to high 
export costs of Canadian metallurgical coal. At the same time the same 
Japanese steel mills that buy the Canadian coal form consortia instead of 
competing with other Japanese firms in international markets and the Japanese 
Government gives them loans at extremely low interest rates so that they can 
turn their full attention to competing with foreign steel producers in those 


markets. 


The success of this policy is evident from the amount of Japanese steel sold 
in North America. Since the Japanese Government that professes the same 
economic principles for domestic competition as Governments in Canada, 
participates actively in assisting exports, there appears to be full 
justification for Governments in Canada to do the same. One method of doing 


that is to reduce the interest rates on required new railway plant through 
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direct government investment. 


Federal as well as Provincial levels of Governments may be involved in making 


such investments. The principle is applicable in all parts of Canada. 
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7. LEVELS OF GOVERNMENT INVOLVED 
IN THE SUPPORT OF TRANSPORTATION 


At the present time the Government of Ontario supports automobile and truck 
traffic, sharing this support with the municipalities. The Ontario Govern- 
ment also supports commuter rail services as extensions of transit services. 
The Provincially owned Ontario Northland rail service is subsidized, mostly 
by the Provincial Government, but receives some funds from the Federal 

Government related to the former Nipissing Central Railway (Swastika-Norand 


service). 


The Federal Government supports rail passenger service that is not operated 
by the Provinces and air transportation. There are no Federal ports in 
Ontario but the support of the St. Lawrence Seaway by the Federal Government 


impacts significantly on Ontario. 
Two questions may be asked: 
fo) Should the Provincial Government assume more support of 
transportation services to gain additional benefits in the 


transportation sector? 


re) Could the Federal Government take over some of the burdens that 


presently fall on the Provincial Government? 


In answer to the first question it is necessary to ask an associated 


question: is there any impediment to transportation in Ontario that requires 


action? If so, there may be room for more Provincial involvement. 


In freight transportation there have been no complaints of significance, 


although the present work of the Ontario Task Force on Provincial Rail Policy 


might have uncovered some problems. 


In the area of passenger rail transportation there is room for improvement. 
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Firstly, commuter rail services could be significantly expanded to alleviate 
highway traffic and increase the mobility of people in the Toronto area. The 
Government of Ontario is already on top of this situation. However, the 


following questions may be raised: 


fe) CN Rail charges the Ontario Government commercial rates for 
operating the GO service that are presumably higher than variable 
costs. This is inconsistent with the railways' agreements related 
to other passenger services (with VIA Rail) that are provided at 
cost. Can the Federal Government provide assistance in 
strengthening the Province's negotiating power vis-a-vis CN's 
monopoly position? This subject is disucssed in more detail in 


Section 7. 


fe) Should the Federal Government participate in the financing of 
commuter rail services together with the Provincial and perhaps 


municipal Governments? 


To answer the question whether the Federal Government should take on a 
greater role in providing support for services presently supported entirely 
by the Province of Ontario, it would be necessary to look at the benefits 
derived by the country as a whole from an efficiently functioning large city 
such as Toronto. With many national and international companies having their 
head offices in Toronto it can be said that any improvements in the 
efficiency of businesses in Toronto provide benefits to more than just the 
local community or the Province. A “liveable” metropolis attracts not only 
tourists to the country but also raises the prestige of the country in the 


eyes of the world. 


Cost sharing between the Provinces and the Federal Government with regards to 
commuter rail services is a matter of general interest to all Provinces and 
touches on the entire issue of Federal aid to urban transit systems. In the 


United States this aid is substantial. 
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The national objective of fuel conservation also justifies Federal aid to 
urban transit, especially if the Federal Government were to collect a 
substantial royalty on crude oil. Spending a certain part of those funds on 
such energy saving measures as the expansion of transit services would be one 


logical use for the funds. 


Another area of possible improvement and innovation is the greater use of 
railway lines for recreational purposes. It was stated in the previous 
Section that many of the long distance rail trips are probably made for 
recreational purposes. Short haul rail trips in Ontario organized in ways 
similar to air charter packages, could be of great value to the residents of 
Ontario and, more importantly, to tourists visiting the Province. Perhaps 
the framework of the Ontario Northland railway could be used in cooperation 
with the two major railways, who could operate special Ontario Northland 
excursion trains in the same way as they operate regular traffic for that 


railway now. 


However, to implement such schemes, the “rules” must be changed. VIA Rail 
could be regarded to be the equivalent of the scheduled carriers in air 
traffic and the special excursion trains the equivalents of charter flights. 
In principle there is nothing wrong for the two major railways to operate 
VIA's equipment in the form of scheduled services and both VIA and Ontario 


Northland excursion equipment for occasional “charter-like” trips. 
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8. THE PROVINCIAL GOVERNMENT - 
A CUSTOMER OF THE RAILWAY 


When a Provincial Government provides a rail service, such as the commuter 
rail service for Toronto, it becomes a customer of the railway. It is an 
unusual relationship because the fares are independent of the price that the 
Province is charged and, therefore, the traffic volume is not sensitive to 
price. This, coupled with the monopoly position of CN Rail, results in a 
situation in which there are virtually no natural economic constraints on the 


amount that CN can charge. 


The contract between the Ontario Government and CN Rail for operating the 
GO service has thus been the result of negotiations in which CN Rail had a 


rather strong position. 


As we have seen, in most cases when rates are negotiated, there is an element 
of competition that influences the carrier in making its offer. For example, 
in the case of the Alberta-Ontario coal movement the influencing factor was 
potential competition from Pennsylvania. In the case of Western Canadian 
coal movements the competition came from other countries to which the 
ultimate customer, the Japanese steel industry, could turn if the delivered 


price of Canadian coal became too high. 


In the case of passenger transportation there is no such competition. The 
passenger pays only a fraction of the total transportation cost as determined 


by policy; Government pays the difference. 


Unless supported by regulation and/or legislation the Government's only 
negotiating lever is the possibility of not going ahead with the program at 
all and deprive the railway of a profitable business. However, such option 


may sometimes lack credibility as a practical alternative. 


In the case of VIA Rail, the payments by VIA for the services performed by 


the railways are regulated: the railways are not supposed to receive more 
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than their proven variable costs as determined in accordance with Costing 
Order R-6313. Thus in principle, the railways operate VIA trains "at cost”, 
as a public service. It was easy for the Federal Government to obtain the 
railways' agreement to this principle since previously they were required by 
law to carry passengers at a loss: the railways' choice was therefore to 
accept the principle of carrying passengers at cost or else carrying them at 


a loss as before. 


The Ontario Government is not backed up by legislation that would determine 
the amounts that the railway charges TATOA, the Provincial agency, for 


operating the commuter trains and maintaining the rolling stock. 


It would appear logical that the same rules that apply to the relations of 
the federally supported VIA service should also apply to Provincially 
Operated passenger train services, since they all serve the public interest 


to a similar extent. 


It is recognized that the Provinces have little leverage at the present to 
make the railways acccept the same principles that govern VIA services or 
other Government-subsidized passenger services. Perhaps the Federal 
Government can lend a helping hand to the Province regarding this issue, 
since the Federal level of Government appears to be the only one that has a 
leverage with the major railways through its legislative and regulatory 


powers in several other areas of rail operations. 
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9. ENERGY CONSERVATION 


Transportation of goods and passengers by rail, if carried out in an 
efficient manner, consumes substantially less energy than transportation by 


any other mode of land transport. 


Thus, if Canadian fuel prices increased more strongly than in the past, the 
competitive position of the railways vis-a-vis the motor carriers would 
improve. In the case of passenger transportation the gap between rail and 
‘bus, or between rail and air transportation would narrow. This may not be 
significant for the long haul, where the gap would still be very large, but 
could be significant on high density short-haul links such as Windsor- 


Toronto-Montreal. 


The existence of rail passenger services would become vital in an acute 
temporary fuel shortage situation. Under these circumstances, railways could 
carry many times more passengers with a given amount of fuel than any other 
mode of transport, especially since the load factors on the trains would be 
100 percent after all the other transportation services have run out of 

fuel. 


The contingency role of rail passenger transport under a potential petroleum 
fuel shortage should always be kept in mind when the question of preserving 


passenger rail traffic and equipment is considered. 


The same can be said about freight equipment; during an acute petroleum 
shortage the demand for extra railway cars would probably rise to saturation 


levels. 
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10. SUMMARY 


l. 


Canada derives many advantages from its large land area but 
sometimes has to cope with problems resulting from its size. 
Because of the large distances, an inefficient transportation 
system can do more harm to Canada than to a smaller country. For 
that reason, improving the efficiency of transportation must have a 


high priority among the objectives of Government and industry. 


Since the disadvantages of distance do not affect every sector of 
society and of the economy equally, there is a need for Government 


involvement to mitigate the most serious disadvantages. 


The operation of railways is a service provided in the public 
interest. In the case of passenger services, the recognition of 
this role is expressed by the fact that the railways provide 
passenger services at cost. In the case of freight transportation, 
services provided in the public interest are those movements of 
bulk cargo that do not have any practical substitute method of 
transportation and which are therefore vital to the existence of 
certain industries or agricultural activities and of the people who 


depend on them. 


Recent changes in the transportation environment that have affected 


roles of Governments have included: 
fo) growing public sector sentiment against monopolies 


fe) inflation causing the Crow's Nest Pass rates to be 


increasingly unrealistic 


fo) air transportation practically relacing long distance rail 


passenger transport 
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fo) as the result of competition from rail and raod 
transport, rail passenger service being assigned a low 


priority by the railways 


fe) The National Transportation Act that defined 


transportation objectives for Canada and the Provinces 


fo) Aggressive implementation of rail policies based on 


profit objectives vis-a-vis freight transportation 
fe) Increased awareness of environmental concerns 
(0) Soaring prices and dwindling supplies of petroleum fuels 


oO Growing reluctance of Governments and the railways to 
make capital investments in the transportation 


infrastructure 


fo) A general trend in public attitudes to tolerate lower 


levels of service. 


When such changes occur, various public and private objectives 
often get into conflict. The role of Governments, including the 
Government of Ontario, is to ensure a balance among conflicting 


objectives. 


The roles of the Provincial Government in rail transportation 
be identified as: 


fo) Safeguarding the public interest by ensuring the 
continuing availability of the vital rail services 
identified in Paragraph 4 at apropriate service levels. 

fe) Acting as catalyst to encourage and help implement new rail 


services or improvements that are in the public interest and could 
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not be implemented by the private sector alone; services in the 
interest of reducing environmental disruption or of conserving 
energy are in this category and some examples were identified in 


the paper. 


oO Monitoring freight rates and identifying cases of potential 


discrimination. 


fe) Acting as spokesman for the users of rail services and assisting 


them in their negotiations if the public interest is at stake. 


fo) Ensuring that service levels to the public are not unduly reduced 
as the result of reluctance by Governments or by the railways to 
expand facilities or because of a system that indirectly rewards 


poor service. 


fe) Provide financial assistance for the construction of 
railway plant or purchasing of equipment where broader 


public objectives are served by such assistance. 


Government financing can make capital-intensive projects feasible that 
would not be found feasible at the high rates of return expected by the 


private sector. In rail transportation such projects may be: 


- construction and upgrading of tracks to increase 
capacity 

- electrification of lines 

- construction of new lines serving the development of 
resources 

- construction of terminals 


- purchasing of rolling stock 


Government investment in such projects is justified if the 


projects serve a public objective such as: 
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- creating jobs in areas of unemployment by ensuring the 
viability of marginal industries or projects 

- improving the balance of payments through increased exports 

- conserving petroleum fuels 

- protecting the environment, its residents and tourists 

- making a region more attractive to its residents and 


tourists. 


Among the rail services that require Government support, the most 
prominent is the commuter rail transportation sector. Where 
passenger volumes are high, short haul rail services are requiring 
relatively little Government support, not much greater than the 


support provided to the air or automobile modes. 


Commuter rail service requires more Government support to serve the 
public at affordable fares. Such service is necessary to maintain 
Toronto as a "liveable" city hwere people are able to work 
efficiently and enjoy their environment, and to make Toronto more 
attractive to the outside world. These are benefits accruing not 
only to Toronto and Ontario but also to Canada. This would justify 
Federal Government involvement in the support of commuter rail 
services in Ontario in addition to the existing involvement of the 


Provincial Government. 


Expansion of commuter rail services would strrongly contribute to 
the national objective of fuel conservation. If the Federal 
Government support of commuter rail services would be an effective 


use of those revenues. 


The most appropriate method of commuter transportation for various 
commuter links depends on economics, considering all the costs of 


the system. 
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Government support to long haul rail services is disproportionately 


higher than the support given to other modes and its justification 
could be questioned. However, service on those portions of the 
trans-continental rail lines that are not well served by roads is 


still essential. 


Whereas regulations require the railways to operate VIA trains at 
cost, these regulations do not apply to the operation of such 


Provincial passenger rail services as the GO services or the ONR. 


Because of the monopoly situation this results in high costs to the 


Province of Ontario. Since it is recognized that rail passenger 
transportation is a public service and is operated at cost 
throughout the country, it would be logical to apply the same 
principle to commuter rail services. Co-operation among Provinces 
and with the Federal Government would be required to solve this 


problem. 


Innovations such as chartered tourist trains operated by major 
railways next to VIA services could be considered for Ontario and 
other Provinces. The suggested system would be similar to the 
system of scheduled and chartered air carriers operating side by 


side. 


Railway freight transportation, other than the movement of 
statutory grain, is not subsidized by Government and is, in fact, 
cross-subsidizing the grain movement by larger amounts than the 
subsidies provided for that sector by Government. This situation 
is not conducive to efficiency and the provision of direct 
transportation subsidies paid by the Government to grain producers 
would be more effective. This would benefit all users of rail 
transport across the Country and place a more realistic focus on 


true transport costs. 
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As long as the railways do not place any serious impediments in the 
way of the efficient transportation of bulk commodities that are 
captive to the railways, this transportation sector may not require 
Government involvement. However, an appropriate role for Government 
could be the monitoring of freight rates and services and the provision 


of assistance to the public if cases of discrimination were identified. 


Rail transportation of passengers and freight is potentially and, 
in many cases, actually the most fuel efficient mode of land 
transportation and would have a vital role if a shortage of 


petroleum fuels occurred. 
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APPENDIX A 


NATIONAL TRANSPORTATION ACT 


NATIONAL TRANSPORTATION POLICY 


3. It is hereby declared that an economic, 
efficient and adequate transportation system 
making the best use of all available modes of 
transportation at the lowest total cost is 
essential to protect the interests of the users 
of transportation and to maintain the eco- 
nomic well-being and growth of Canada, and 
that these objectives are most likely to be 
achieved when all modes of transport are able 
to compete under conditions ensuring that 
having due regard to national policy and to 
legal and constitutional requirements 


(a) regulation of all modes of transport will 
not be of such a neture as to restrict the 
ability of any mode of transport to compete 
freely with any other modes of transport; 
(6b) each mode of transport, so far as 
practicable, bears a fair proportion of the 
real costs of the resources, facilities and 
services provided that mode of transport at 
public expense ; 

(c) each mode of transport, so far as 
practicable, receives compensation for the 
resources, facilities and services that it is 
required to provide as an imposed public 
duty; and 

(d) each mode of transport, so far as 
practicable, carries traffic to or from any 
point in Canada under tolls and conditions 
that do not constitute 


(i) an unfair disadvantage in respect of 
any such traffic beyond that disadvantage 
inherent in the location or volume of the 
traffic, the scale of operation connected 
therewith or the type of traffic or service 
involved, or 

(ii) an undue obstacle to the interchange 
of commodities between points in Canada 
or unreasonable discouragement to the 
development of primary or secondary 
industries or to export trade in or from 
any region of Canada or to the movement 
of commodities through Canadian ports; 


and this Act is enacted in accordance with 
and for the attainment of so much of these 
objectives as fall within the purview of subject- 
matters under the jurisdiction of Parliament 
relating to transportation. 1966-67, c. 69, s. 1. 


POLITIQUE NATIONALE DES TRANSPORTS 


3. IJ est par les présentes déclaré qu’un 
systeme économique, efficace et adéquat de 
transport utilisant au mieux tous les moyens 
de transport disponibles au prix de revient 
global le plus bas est essentiel a la protection 
des intéréts des usagers des moyens de 
transport et au maintien de la prospérité et 
du développement économique du Canada, 
et que la facon la plus sire de parvenir a ces 
objectifs est vraisemblablement de rendre tous 
les moyens de transport capables de soutenir 
la concurrence dans des conditions qul 
assureront, compte tenu de la politique 
nationale et des exigences juridiques et 
constitutionnelles, 


a) que la réglementation de tous les moyens 
de transport ne sera pas de nature & 
restreindre la capacité de |’un d’eux de faire 
librement concurrence & tous les autres 
moyens de transport; 
b) que chaque moyen de transport supporte, 
autant que possible, une juste part du prix 
de revient réel des ressources, des facilités 
et des services fournis & ce moyen de 
transport grace aux deniers publics; 
c) que chaque moyen de transport soit, 
autant que possible, indemnisé pour les 
réssources, les facilités et les services qu’il 
est tenu de fournir & titre de service public 
commande; et 
d) que chaque moyen de transport ache- 
mine, autant que possible, le trafic & 
destination ou en provenance de tout point 
au Canada & des prix et a des conditions 
qui ne constituent pas 
(i) un désavantage déloyal a l’égard de 
ce trafic plus marqué que celui qui est 
inhérent a |’endroit desservi ou au volume 
de ce trafic, & l’ampleur de |l’opération 
qui y est reliée ou au type du trafic ou 
du service en cause, ou 
(ii) un obstacle excessif a l’échange des 
denrées entre des points au Canada ou 
un découragement déraisonnable du déve- 
loppement des industries primaires ou 
secondaires ou du commerce d’exportation 
dans toute région du Canada ou en 
provenant, ou du mouvement de denrées 
passant par des ports canadiens; 


et la présente loi est édictée en conformité et 
pour la réalisation de ces objectifs dans toute 
la mesure ou ils sont du domaine des questions 
relevant de la compétence du Parlement en 
matiére de transport. 1966-67, c. 69, art. 1. 


1465 


Politique 
nationale des 
transports 


1466 WORKING PAPERS 


THE ROLE OF THE 
ONTARIO NORTHLAND RAILWAY IN NORTHERN ONTARIO 


1467 


In the history of Ontario, the Temiskaming and Northern 
Ontario Railway is among the most significant achievements 
ever undertaken by the provincial government. It was the 
single most important contribution to the opening of the 
north, known at the turn of the century as "New Ontario". 


The establishment of the T&NO Commission was announced 
by Premier George Ross in 1902, after several years of 
proposals for railways into the north of the province, all 
of which had shown that the growing financial community of 
Toronto had the ambition and interest but not yet the risk 
capital to build a provincial railway that would extend 
northward to an ocean port on James Bay. Under pressure 
from a growing colony of settlement at the northwest end 
of Lake Temiskaming, and with expectations that timber and 
minerals would be found in quantity, the Government ventured 
with initiative into building and managing the new railway 
itself. 


Construction began in 1903 and within two years the first 
trains were running the 113 miles from North Bay to New 
Liskeard. By then, the first silver discoveries had been 
made at Cobalt. They were found by workmen cutting ties 
for sub-contractors who were building the railway. Ore 
could now be shipped out to refineries and labour and supplies 
brought in on the railway; spur lines into the virgin 
forest led to the opening of new lumber mills. By 1910, 
within five years, Cobalt alone had grown from nothing to 
10,000 people, linked in a "tri-town" area with Haileybury 
and New Liskeard. 


Meanwhile, the growing farming settlement north of New 

Liskeard needed access to markets and its own kinds of 

supplies. The railway, as a colonization road, reached north 

to Englehart and then to a junction with the National 
Transcontinental Railway at the new town of Cochrane. For 

the people in these new towns and settlements, there were no roads 
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or highways, only paths along concession lines or rough 
tracks for horse teams into the forest with its abundant 
varieties of wood. Communications between towns and 
settlements, or travel south to families, friends and 
stores of the older settled Ontario, were provided by the 
T &NO Railway. It was the one vital link that gave 

them access to the world beyond the northern wilderness 
even while it was opening up new towns and making possible 
the development of new resources. 


The Provincial government recognized that the railway must 
be sustained as an essential means for the economic, 
social, and even the cultural development of the people 

of Northern Ontario. Its steam locomotives pulling their 
cars of passengers, mail, baggage, and freight soon became 
an important part of the life of the people, whether on the 
isolation of farms amid the noise and movement of new 
mining communities, or on the streets of growing towns such 
as Latchford, Cobalt, Haileybury, Englehart, Matheson, Porcupine, 
Timmins, or Cochrane. Indeed, the history of many of these 
towns begins and develops with the history of the T&NO 
Railway. 


At one level, the towns were linked with the south, and in 
particular with Toronto, by trains such as the "Cobalt 
Special" which left Toronto each evening with Pullmans 

and Coaches, a dining car, and a library car, taking the 
brokers and prospectors who were developing the commercial 
resources between Cobalt and Cochrane. And from the North 
itself, from Cochrane or from Englehart, local trains 
carried the live-stock and produce of farms in the clay 
Belt to their markets in the towns southward from 

New Liskeard to North Bay. An editorial in the Cochrane 
Northland Post for September 30th, 1910, gives a sense of 
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of how vital was the railway in the frontier lives of the 
people during the first third of the 20th century. 


" The T&NO Railway has proved a valuable instrument in 
the opening of the agricultural and mineral lands of this 
great north country. Cobalt and other silver areas would 
not have been known for many years to come had it not been 
for the Railway, It has put money into the pockets of the 
settlers who are hewing out homes for themselves in the 
great northern forest and has placed them within reach of 
a market for their pulpwood and ties. 


While the work of homemaking up here today is by no means 
an easy job, it is a very much easier and pleasanter 
undertaking than that of the pioneers of Old Ontario nearly 
a century ago. There were no railways in those old days 
and no markets, while today a settler finds a good market 
from the time he begins clearing his land. He has good 
schools; medical attendance when necessary, and is daily 
in touch with the outside world through the medium of the 
daily press, the telegraph, and the telephone. And nearly 
all of this is due to the building of the people's road, 
the T &NO Railway." 


From the years before the First World War through the hard 
time of the 1920's and the depression of the "thirties", 
the Railway sustained a sense of community. It provided 
not only the transportation of resources and produce, 
which sustained employment, but the Commission of the 
T&NO made it a policy not to dismiss employees from the 
Railway itself during the hard years of depression before 
the Second World War. 


In the early 30's to the end of World War II, there had 
been little incentive or opportunity for expansion. During 
the war years, the most that could be done was to hold the 


line with essential maintenance work. 


/4 


1469 


1470 WORKING PAPERS 


aT 2 


However, as the agency responsible for making possible the 
development of Northeastern Ontario, Ontario Northland had 
not lost sight of this, its prime purpose of being. 


Immediately following World War II, a broad program designed 
to improve services and facilities was put into effect and 
is still being pursued. Of prime importance, and the first 
major step to curtail rapidly rising operating costs, a 
program of complete conversion to diesel was initiated. 

The steam locomotive, which had played such an important 
role in the earlier development finally gave way to progress 
in June of 1957, at which time the ONR locomotives were all 
diesel. 


The current role of Ontario Northland has vastly changed 
from its early beginnings. Additional clauses incorporated 
into the revised statute of 1939 enabled the commission to: 


"Purchase or otherwise acquire motor vehicles as defined 

by the Highway Traffic Act - Lines of Buses, Coaches, Trucks 
and Aeroplanes (with the right to operate these vehicles) 
for the purpose of carrying on or upon the highway or 
elsewhere the business of a public carrier of passengers 

and frezents 


Today the familiar colours of ONTC Services can be seen 
throughout Northern Ontario. 


- A modern truck fleet serving the Northeastern corridor; 


- Highway Services, operating 21 modern coaches serving 
the corridor from North Bay to Hearst-Timmins-Chapleau- 
Sault Ste. Marie and Sudbury and Elk Lake. Gray Coach, 
Greyhound, and Voyageur all connect with ONTC runs. 
ONTC Tour Buses are also fulfilling a need for the 
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vacation traveller with tours to Alaska, California, 
Florida and the Canadian East Coast. 


Rail Passenger Services - Toronto to Timmins, Cochrane 


and Moosonee. 


- Rail Freight Services - Connecting at North Bay with 
CNR and CPR. 


- Tourist Operations - Polar Bear Express/Chief Commanda II 
and ferry services which include the Tobermory Ferry and 
the Manitou II at Moosonee. 


- norOntair - Eight aircraft serving twenty communities. 


- Telecommunications serving the northeastern area from 


North Bay to Winisk on James Bay. 


The foregoing indicates the present role as compared to the 
role being played in the early 1940's. The diversification 
came about as a result of the needs of the area and its 


residents. 


Current Situation 


The Minister of Northern Affairs is responsible to the 
Legislature for matters related to the Ontario Northland 
Transportation Commission. The services provided by the 
Commission as outlined previously have been segregated 
into two categories, commercial and non-commercial 


services. The commercial services include rail freight 


operations on the mainline, rail express, telecommunications, 


bus operations, Star Transfer Limited, Hannah Bay Goose 


Camp, and Lake Nipissing Marine Operations. 
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The non-commercial services include the mainline 
conventional passenger train services (Northland); the 
Northlander passenger train; the Moosonee Branchline 
operations including the Polar Bear Express; the 
Tobermory/South Baymouth Ferry Operations; norOntair's 
operations; the Moosonee-Moose Factory Ferry and certain 
remote north projects, including Winisk Telecommunications 
and electric power operations at Winisk, Fort Severn and 
Moosonee (standby). 


The Ministry of Northern Affairs annual Estimates contain 
provisions for full subsidization of the costs of 
operating the non-commercial services of ONR including 
any capital expenditures required in these services. The 
commercial services, on the other hand, are operated 

by the Commission with a view to maximizing net income 
and the return on invested capital on the understanding 
the Commission will provide for the capital expenditure 
requirements for these services through internally 
generated funds. 


The Ministry of Northern Affairs has direct involvement 
in the approval of services, fares, operating subsidies 
and capital expenditures for the non-commercial services. 
The commercial services are reviewed annually by the 
Minister to set financial targets for the return on 
investment and capital investment levels and to review 


the prior year's results for each service. 
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EXECUTIVE SUMMARY 


Lifestyle is a composite of attitudes, motivations and observable 
actions that shape and reflect the way individuals make decisions. 
People's choice and perception of mode, and their decision to 
change modes, their plans whether to travel at all are based upon 
a variety of such lifestyle determinants as well as the 


characteristics of available transportation services. 


Rail plays an important but limited role in today's transportation 
system for the movement of people, goods and information in 


Ontario. 


Assuming no significant variations from today's patterns of work, 
leisure, and lifestyle attitudes as well assuming no significant 
changes in forecasts of the spatial arrangement and interaction 
of jobs, population and housing, it is difficult to foresee major 
modal shifts toward rail transportation -- either in metropolitan 


regions or inter-city travel. 


A six part strategy is outlined in order to take advantage of 
select lifestyle changes that may represent potential growth in 
total or per capita rail transportation trip-making over the 


next five years. 


Transportation is only a service and a means to an end; lifestyle 


is an end. 
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BACKGROUND TO THE STUDY 


In January, 1980, a nine-member task force was set up by the 
Ontario government to review existing rail services and give 
policy direction on the future role of the rail mode in the 1980's. 
The nine-member team is made up of a politician/chairman, four 
deputy ministers of the Ontario Government whose responsibilities 
are in line with the review, and two members each from both 


the academic and business communities. 


The goal of the Task Force is to provide a perspective on rail 
transportation in the Province, and to examine the existing system, 
identifying changes required for the effective movement of people 
and goods, as a means of enhancing the social and economic 


development of Ontario. 


The task force hopes to study in depth such concerns as the 
future role of rail in the Province's integrated transportation 
system, and the potential for using Ontario's abundant electrical 


energy supplies against future shortages of oil-based energy. 


Approximately, twenty-four areas for investigation have been 
identified, including: railway's role, existing railway inventory, 
rail technology, energy issues, financial issues, environmental 


issues, jurisdictional issues and lifestyles. 


This background report reviews changing lifestyles with a special 


focus on rail mode utilization. 


Adapted from the Task Force's promotional leaflet. 
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ty INTRODUCTION 
GENERAL OVERVIEW AND PROBLEM DEFINITION 


Transportation services and mode utilization have always been 

in a state of change. The characteristics of the transportation 
system itself, as well as factors external to the system, in combina- 
tion with certain elements of lifestyle have an impact on people's 
choice of mode for travel. The overall economic situation, the level 
of government expenditures and the effect of energy price and 
potential supply constraints are some factors that influence people's 


lifestyles which in turn may affect travel: propensity and modal 


choice. 
The basic characteristics of people -- including their general 
lifestyle, attitudes, preferences and behavior -- influences their 


choice of mode, the motivations behind choosing a particular mode, 
and the attributes of a mode as perceived by the traveller. These 
factors and the available transportation system characteristics 
determine the travel behaviour of particular groups and affect 
people's lifestyles as their transportation needs are concerned. In 
examining lifestyles and transportation systems the role of rail 
passenger transportation in serving these needs will become more 


evident. 


Rail passenger usage in Canada has been on a steady decline 
since 1945, after the peak that occurred during and immediately 
after the war. In the mid 1960's a smaller growth in passengers 
carried occurred, peaking in 1967 during Expo. Rail usage was 
again on the decline after this brief period of growth. CPR has 
experienced a greater decline than CNR and did not experience 
the mid 60's increase as did CNR. CNR's improvement in passenger 
services including new and refurbished rail cars and accelerated 


schedules contributed to the increase in patronage. 


Increases in the number of revenue passengers carried, mainly 
in the Quebec-Windsor corridor have occurred since 1975. During 


the same period however, there was no significant improvement 
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in service, equipment or travel time, but passenger fare subsidies 
were increased, and considerable promotional efforts were made 


to increase ridership. 


All of the passenger rail service in Ontario is paralleled by 

some other form of transportation. In the Quebec City - Windsor 
corridor, competition occurs between the bus industry and rail. 
The bus carriers operating between major city pairs along this 
axis generally are much more flexible and can offer more local 
service even though bus fares must compete with the subsidized 


rail fares. 


After World War II, competition for the rail mode was heightened by 
both the automobile and air services. The flexibility and the 
convenience of the auto, the increasing distance of work trips, the 
lure of suburban and ex-urban living, small perceived cost of 
driving, and an extensive highway network are some of the many 
factors that contribute to the shifting of some rail users from rail to 


automobile, and more generally influence people's choice of mode. 


The advancement in air technology and improvements in air services 
and facilities, resulting in faster but more expensive travel, are 
factors contributing to declining rail patronage and an overall 


increasing air usage, particularly for long distance trips. 


In summary therefore, rail usage has, until recent years, been in 
steady decline. This decline is as a result of many factors including 
the availability, convenience, and other attributes of other 

modes as well as the ubiquity of Ontario's excellent road in- 
frastructure. These factors in turn reflect societal changes such 
as the distribution of employment in relation to residential 
locations; population structure and distribution; people's attitudes 
toward and preferences for various modes; as well as their per- 
ception of cost of travel and values placed upon freedom, mobility 
and convenience. These last set of factors can be better expressed 
bY one word. LIFESTYLES 
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This Study examines these various Lifestyle structural factors as 
well as attitudinal/preference variables as they relate to the 
population in general and then relates these elements to people's 


travel behaviour, with special focus on rail. 


PURPOSE/OBJECTIVE 


The purpose of this study is: 


To provide a suitable analytical framework for the under- 
standing of changing lifestyle patterns, modal preferences 


and choices ---travel behaviour. 


To present and evaluate a range of attitudinal and 


behavioral information on lifestyles and mode choice, and 


To speculate as to whether rail transportation will be a 
selected mode, under what conditions, and if so, for what 


trips. 


These objectives should provide part of the necessary information 
that will enable the Task Force to formulate and test appropriate 


provincial rail policies for the future. 
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4 
Il. LIFESTYLE: THE CONCEPT IN PERSPECTIVE 


THE CONCEPT AND DEFINITION OF LIFESTYLE 


Lifestyle has almost as many meanings and interpretations as 

there are individuals in society. The term has been used in connec- 
tion with human behaviour and the urban environment in so many 
ways that there is no need, perhaps, to confine it to a single, 
restrictive definition. However, Lifestyle is discussed here in 
conceptual terms so as to provide a common understanding of the 


concept as used in this study. 


Two elements can be included in Lifestyle. One is a set of 
behavioural desires which must be expressed to satisfy an 
individual's needs, wants, and desires. The other is a behavioural 
norm which is conditioned upon the individual by the environment 
in which he or she lives. While this distinction is easily 
discernable in theory, in real life, it is almost impossible to 
categorize behaviour into slots in terms of environmental 
conditioning and personal desires. The two act together and are 


closely intertwined. 


Lifestyle is a function of our family background and socio-economic 
status, including our stage in the life cycle, ethnic origin, cultural 
background, sex, religion and status or position in society. 
However, these conditions are always changing and often so is our 
lifestyle. While this is true, it must be recognized also that habits 
(Lifestyle) are easy to form but hard to change. Ingrained 
behaviour patterns cannot be easily changed overnight because of 


human nature. 


One's Lifestyle is further shaped or influenced by one's attitudes, 
perceptions, expectations, value systems, wants, aspirations, 
needs and desires. These factors are not lifestyles themselves; 
rather, they are guidelines or parameters for behaviour as well as 


abstract goals which individuals seek to achieve. 


The final set of elements that help shape and/or influence Lifestyle 
are those limiting factors that are outside the control of the 
individual. These include a broad range of factors such as the 
state of the economy, interest rates, government regulations, the 
availability and cost of capital and fuel, and community size as 


well as the availability of transportation service. 
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From the preceeding discussion, the following conceptual model 


of Lifestyle formation can be constructed: 
CONCEPTUAL MODEL 


External or Environmental 


Factors 


v 


Transportation-Related 


Structural 
——— 


Factors Behaviour (Lifestyle) 


Ne rit 


Intervening 


Variables 


Structural Factors: Structural variables are independent variables 
that are related to the individual's life cycle. Examples include 
age, sex, marital status, number of children, family size/structure, 
socio-economic status, employment status and participation rates. 
These factors are strong correlates of Lifestyle, and are likely to 


be good predictors of transportation-related behaviour. 


Intervening Variables: These factors include an individual's 


attitudes, expectations and aspirations, as well as value systems It 
is very likely that these factors intervene between structural 
variables and the dependent variable --- transportation-related 


behaviour. 


External or Environmental Factors: These factors are sometimes 
referred to as contextual factors. They include such conditions 

as city size, location of residences in relation to work places, and 
existence or availability of transportation facilities. These factors, 
though outside the control of the individual, influence the 


individual's behaviour. 


Transportation-Related Behaviour (Lifestyle): This is the dependent 


variable and it results from the interaction of the three previously 


discussed factors. Lifestyles are expressions of all these factors 
acting together. 


FACTORSE THATS INFEUENCE AND SHAPES LIFESTYLE 


From the preceeding discussion of the concept, the factors that 
influence and shape Lifestyle can be grouped into the following 


three broad categories: 


- Structural Factors 
- Intervening Variables, and 


- External Factors. 


As indicated earlier, Lifestyles habits are difficult to change 
overnight. In the long term, they could be influenced by increasing 
or decreasing available alternatives within the environment as well 
as by influencing attitudes, expectations and perceptions of 
individuals through communications. If we effect changes in 
available alternatives which in turn will influence 
preferences/attitudes, then we can expect new or different choices 
(Lifestyles) to emerge. Hopefully, the new pattern of behaviour will 


be consistent with our goals and objectives for society as a whole. 


The above conceptual review suggests the following definition of 


lifestyle: 


DPPESTYLET CAN BEV DEFINED MAS MeCOMPOSTTE OF WTHOSE 
ATTITUDES/RATIONALES/MOTIVATIONS AS WELL AS THOSE 
OBSERVABLE ACTIONS/CHOICES/BEHAVIOUR OF INDIVIDUALS 
EXEMPLIFIED IN THEIR EVERYDAY LIVING. 


THE APPROACH TO AND ASSUMPTIONS IN THIS STUDY 


Lifestyle can be studied in either of the following ways or a 
combination thereof: (i) public opinion survey to identify attitudes, 
preferences and rationales with reference to a particular issue 

or problem; (ii) factual examination of observable behaviour 
patterns of individuals or groups by documenting changes in 
behaviour under different Lifestyle descriptors --- (descriptors 

are captions that differentiate behaviour into broad analytical 


categories such as mobility, choice of residential location, marriage 
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and family formation); (iii) a review and documentation of the 
concensus of experts in the field as well as identifying the 
dominant behaviour pattern of the general population and population 
sub-groups; (iv) documentation of personal opinion and perception 
of how one believes the population (users and non-users both) 

is making choices. The source of information in this case could 

be one person's life experience extrapolated for the whole popu- 


lation or a sub-group. 


Each of the approaches has special characteristics and limitations. 
A combination of approaches (i) and (ii) is used in this study. 
This combination should provide the understanding necessary for 


broad policy formulation and program development. 


There are three major assumptions underlying this investigation: 


° no significant variations from today's patterns 


of work, leisure and lifestyle attitudes 


: no significant changes in forecasts of the spatial 
arrangement and interaction of jobs, population and 


housing 


: no paradigm shifts in current levels of service 
by the various auto, rail, transit, air and other 


modes 


In short, this study does not set out necessarily desirable future 
patterns of lifestyle or transportation choices but, rather, from an 
examination of lifestyle attitudes, behaviours and expressions of 
transportation choices, outlines the effect of changing lifestyles 
(past and present) upon near term rail transportation policy 


planning. 


Lil. TRENDS IN SELECTED LIFESTYLE PATTERNS 
AND INFLUENCING FACTORS 


WORK/EMPLOYMENT 


Unlike population, employment estimates are very hard to come 
by. However, in this section, an attempt will be made to review 
past, present, and expected future trends in total employment, 
labour force participation rates by age and sex, and trends 


in the spatial distribution of jobs/firms. 

Historical Trends in Employment: 

A review of historical trends in total employed labour force 
indicates a steady growth rate over the thirty year period 1946 


1976. (Table 1), Between 1946 and 1951, Ontario's total 


TABLE 1 


Te eee 2 A mn ROR Oe SNE TEE A UE NRT IN TARR SAE ON RAEN NRA OY Mane nt RPE 


ayn 


' : . 
: 
Five Year 
Year Employed Labour Growth Rate 
ieee. 2 i mil) one Force mlO00)) buietn ey) oh % 
{ 3 Caer” ar aaa 
1946 | 1,654 
| 
| 1951 i ilgpsieks) eee tees) 
1956 2,096 14.0 
| 1961 is 2,269 8.3 
| 1966 [ 2,651 16.8 
| 1971 [i 3,079 16.1 
1976 | 3,652 sais esyas 
rite a i] 


Source: Statistics Canada, Historical Summary, 11-505, p. 49 


labour force increased by 184,000 people -- an increase of 11.2% 


However, the rate of growth declined somewhat (8.3%) between 1956 


and 1961, and picked up again from 1961. More recent counts by 


to 


Statistics Canada show that the 1961 trends are continuing though 


at a slower pace (Exhibit I). 
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Male/Female Participation Rates: 


From Table 2, it can be observed that labour force participation 
rates for both males and females have also been increasing over 
time. The apparently slight decrease in male participation rates 
in the 1976/77 period could be attributed to statutory changes 


in the legislation which reduced the retirement age from 70 to 


65. 


TABLE 2 


aan NNR ae Ne meri Une = 1 keener Re iets neat eeei 


PARTICIPATION RATES: ONTARIO 


1975 | 
LOA Leyetipi50ic9 tow56.9) 0. 5905 e' aeGleSr ie coaa lig m63. 90 d 26463 ie 652504) 66.701 
MAUD Magte O5e0e: 82.1 0179/5 UNGOLGe mooese | 79.998 6-79.4% 780.1 1 80.4r 


BEARER 20",° | 31.9. 40.2) rGQvOMMMERGN” 2910 49.8 .Wii 51.5 BMhegac: 


P.R»® | 1956 1961 1971 1974 


}: 


*P.LR. = Participation Rate 


Source: Ministry of Treasury & Economics, CSS, Ontario Statistics, 


1979, Table 114 p. 326; and Statistics Canada. 


Of interest is the female participation rates. The data indicates 
that more women are actively participating in the work place. 
Female participation rates increased from 40.2% in 1971 to 53.6% 
by 1979, an increase of 33% in comparison to a 1.1% growth 


in male participation rates within the same period. 


One explanation for this rapid growth in female participation 
rates is that in addition to the fact that more single women 
are working, more wives are also working: 20.2% in 1961 compared 
to 47.5% in 1976. Also, more mothers are now in the labour force: 
32% of mothers with school age children worked in 1967 while 
by 1973 over 47% worked. All indications are that this figure 


NOE: ; (2) 
is increasing and will continue to increase. 


(*) Margaret Birch, The Family As A Focus For Social Policy, 


Draft Paper, April 1979. 
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Employment Projections by Sector: 


Table 3 reveals some interesting trends in the development of 


the basic industrial structure of Ontario in terms of goods producing 


and service producing industries. The decade of the 1960's witnessed 


a very rapid expansion of the goods producing sector. The major 
contributing factors were the expansion and rationalization of 
auto-related production along with a substantial productivity 
growth in Ontario's mining and agricultural industries. These 
sectors received strong stimulus from expansion in both domestic 
and foreign markets. 


. TABLE 3 


cc eee eee MD, Gee) 9 kcal Bod OES 


Employment Projection _ by Sector: Ontario 1980 to 1995 __ 


~Year  § « 1961 1970 1975 1980 1985 

Sector «BE Bioy) | | 

| Goods yl HOLT.) 5 | a J22906 2 SM GB3., Gotan 000m ao) 
} 

| % of Total #lnn0z6.1% 40.4 3570 29 29.1 

# Annual Average : 

Growth Rate $ (1.8%) (0.9) (15) (0.5) 

es ate cot aty) Shae re 

: Service. or1292 1809.2 2328 *ailkehgil A Gives 

| 

' % of Total py 5 326 59.5 Sion ed Tk 70.2 

| A.A.G. Rate > (4.5%) (SI2 39) (3.5) 


Total | 2269 3037 3661.6 4199 4759 
ReneG. Rate yt (3.3) (3.5) (et) (2.5) 


an Sp Aer are nee nae Wear waatne re at ene 


(0,8 


4290.3 


1527. 


(2.5) i 


Dhak 


5662.1 
(i. 1) 


Source: Ontario M of T & Economics, Long Term Projections, June 1976. 


During the 1960's, the service sector's rapid growth has been 
attributed to employment growth in this sector rather than growth 
in productivity. The net result as shown on Table 3 was that 
the service sector's share of total employment increased signifi- 
cantly. This pattern has continued into the 1970's. 


lin en = sa er 
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Over the forecast period the service sector is expected to grow 


more rapidly than the goods sector although the rate of growth 


is expected to decline slightly after 1980. However, Table 3 indicates 


that this sector will account for approximately 70% of total employ- 
ment by 1985; and over 75% by 1995. 


Trends in the Spatial Distribution of Industries and Jobs: 


In the 1950's and early 1960's employment and industries used to 
be concentrated in the central areas of urban centres. However, 
with the advent of suburbs, regional shopping centres and office 
parks, industries have gradually moved out of central areas to the 
suburbs of urban centres. However, this outward migration of 
industries is not compatible with the labour force skills of those 
living in these areas. The result is increased cross-commuting for 


work trips. 


A detailed analysis of the recent locational choices of firms (both 
goods producing and service producing) in the six major census 
metropolitan areas (CMAs) in Ontario indicates that the pattern 
discussed above is continuing. (Table 4 and Exhibit 2). The table 
shows that for the six major CMAs, the rate of increase in the 
number of firms employing 50 people or more was greater in the 
suburban areas than in the central city areas between 1974 and 
1979. However, a larger proportion of employment particularly 

in the service producing sector are still located in central city 


areas of these CMAs. 


Trends in the Average Work Week: 


Exhibit 3 shows that the average work week for employees in 
all sectors of the economy is shrinking. In the 1950's a large 
proportion of the labour force worked 35 to 45 hours or more. 
This proportion has been declining gradually since the 1960's 
and 1970's. By 1978, the average work week was 35.5 hours. 
By 1985 estimates are that the average work week will decline 


to a little over 34 hours per: week. 
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TABLE 4 


Trends In The Locational Decisions of Major Firms* 1974 and 1979 
Trends _In The Locational Decisions of “ajor — 


FAMILTON: 


b dae Sos Bo «| n~ 


SUBURBAN 
POLAL 


LONDON ;: 
CENTRAL 
SUBURBAN 
TOTAL 


KRLICHENER: 


CENTRAI, 
SUBURBAN 
TOTAL 


a 


WINDSOR; 
CENTRAL 
SUBURBAN 
TOTAL 


—— 


GOODS PRODUCING 


PIPMS 
1974 


TAL 
1043 
1834 


Source: Dun and Bradstreet, 1974 and 1979, Special Tabulations 


FIRMS 
1979 


720 
L170 
L390 


tA 


g 
6 
3 


 ————— 


SERVICES PRODUCING 


66 90 36 
14 a3 136 
80 123 54 
Sipe) 76 29 
8 Ls 113 
67 a5 oo 


LOVEM- TC. 
* Firms of 50 Employees or more. 


Lye ds: 


1686 
L653 
3239 


TOTED 


Fires 


PECL 
23.69 
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tL 
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EXHIBITS 3 


THE WORK weeK© IS BECOMING SHORTER 
BUT AT A MORE MODERATE RATE 
IN RECENT YEARS 


YEAR 


1985 AVG. = 34.3 HOURS / WEEK 


BSCS AVG.= 35.5 HOURS / WEEK 
Vs Pres 
1970 
i960 


19:50 


LESS THEN 24 HOURS PER WEEK 


25 - 34 HOURS PER WEEK 


UN 35 - 44 HOURS PER WEEK 


45 OR MORE HOURS PER WEEK 


©) NATIONAL STATISTICS 


SOURCE: WOODS GORDON & COMPANY 
TOMORROW CUSTOMERS TODAY, 1979 
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This reduction in the hours of the work week could have implications 
for transportation. For an example, if the gradual decline in the 
number of hours worked per week, resulted in say a 4-day work 
week, the impacts on urban public transportation systems could 

be significant. Furthermore, a reduction in the work week from 

5 to 4 days means that households would have an extra day to 
pursue other activities. If these other activities involved travelling, 
then, the implications on other modes such as auto, air and rail 


could be significant though in varying proportions. 


Implications of Trends on Transportation 


What do all these trends mean for transportation in general and 

rail transportation in particular? For transportation in general, 

the impact could be quite significant for the auto mode. Future 
patterns indicate that there could be a lot more cross-commuting 

for the work trip by auto as a result of the location of employment 
in relation to local labour force skills. This would mean increased 
traffic volumes on highways in or near metropolitan areas particularly 
during the morning and afternoon peaks. The result would be increas- 
ed demand for road infrastructure to accommodate the higher volumes 
of traffic. Also, this is dependent on what type of transportation 
strategy is adopted and whether emphasis will be on transit or 

will continue to be on roads and auto travel within metropolitan 


regions. 


Travel distances/times as demonstrated on Exhibit 4 for the work 
trip are usually between 30 to 45 minutes for the major proportion 


of the labour force. 


Because of the relatively short travel times for work trips (Exhibit 
4 and 5), and except for executive business travel (intercity), 
the impact of these trends on the air mode is expected to be relative- 


ly minimal. 
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Impact Upon Rail 


Past employment growth trends are continuing to increase at a 
slower pace with little overall impact upon the inter-city rail 
system. The increasing number of industries moving out of central 
cities into suburban and ex-urban locations results in more demand 
for cross-commuting within Ontario's major metropolitan regions. 

The rail impact may include more demand for major urban commuter 
rail service like the "GO" and Scarborough LRT systems (in Toronto) 


in major metropolitan centres. 


Any provision of more commuter rail service must take into account 
the potential perpetuation of greater live-work imbalances within 
municipalities and the problem of lack of integration of municipal 
transit services between and across municipalities within existing 


metropolitan regions. 


The shorter average work week will have a significant financial 


impact upon the revenues available for communter rail service. 


Continuing increases in labour force participation rates should 
result in more total traffic (road, transit, commuter rail, and 
other) within metropolitan areas. There is not enough information 
on job sharing and other like innovations to assess their impact 


upon rail transportation. 
LEISURE/RECREATION 


This section provides an overview of the characteristics of the 
adult population participating in leisure and recreational activities. 
The information used is derived from a 1972/78 nation-wide survey 
by Statistics Canada, and a 1979 report by the Ontario Ministry 

of Culture and Recreation using the Ontario portion of that survey 


data for analysis. 


Trends in Leisure and Recreation Participation: 


Before comparing changes and shifts in participation rates between 


1972 and 1978, it is important to provide a summary overview of 
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of the observed pattern for 1978. The pattern as recorded in the 
1978 survey are presented in the following exhibits: 6, 7, 8, and 
9. The information contained on those four exhibits can be summarized 


as follows: 


- Over 90% of the adult population watch television for 


approximately 13.5 hours per week. 
- 88% read for an average of 7.3% hours per week. 


~ In that order, listening to radio was 3rd highest in both 
participation rate and number of hours spent. These were 


followed by playing records, exercise and crafts/hobbies. 


- For activities that required travelling, participation rates 
were highest in movies, library visits, sports and arts; 
while the number of visits per participant was highest 


for sports events, library visits, movies and arts. 


~ Exhibit 8 shows that there is some correlation between 
level of participation and education. Those with higher 
education are more active participants in almost all the 


activities examined. 


- Exhibit 9 also shows some relationship between level of 
participation and age. This would suggest that in predicting 
future participation rates age and sex could be used as 


independent variables. 
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EXHIBIT 6 


ADULT PARTICIPATION IN SELECTED ACTIVITIES 
ONTARIO, FEBRUARY 1978 


PERCENT PARTICIPATION WEEKLY HOURS PER PARTICIPANT 


80 60 40 20 
TELEVISION 


READING 
CRAFTS - HOBBIES 
EXERCISE 


RECORDS 


SOURCE: ONTARIO MINISTRY OF CULTURE & RECREATION, 
RECREATING ONTARIO IN THE EIGHTIES: 1972 - 1990 
FEBRUARY, 1980. 
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EXHIBIT 7 


ADULT PARTICIPATION IN SELECTED ACTIVITIES 
ONTARIO, JAN. -FEB.1978 


PERCENT PARTICIPATION VISITS PER PARTICIPANT 


MOVIES E: 
SPORTS FE: 


LIBRARIES 


MUSEUMS EF: 
ART GALLERIES |: 


THEATRE 
CLASSICAL MUSIC 


SOURCE: ONTARIO MINISTRY OF CULTURE & RECREATION, 
RECREATING ONTARIO IN THE EIGHTIES: 1972 - 1990, 
FEBRUARY, 1980 
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EXHIBIT 8 


THE CHANGING EDUCATIONAL COMPOSITION 
IN ADULT POPULATION 1961-2000 


1961 2000 
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RELATIVE LEVELS OF PARTICIPATION BY EDUCATIONAL LEVEL 
SPRING, 1978 


ARTS MOVIES LIBRARIES SPORTS 


ai < as Oks ' ohn : 
READING EXERCISE HOBBY / CRAFT VOLUNTEER 


SOURCE: ONTARIO MINISTRY OF CULTURE & RECREATION, RECREATING ONTARIO IN THE EIGHTIES: 1972 - 1990, 
FEBRUARY 1980 
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EXHIBIT 9 


THE PERCENTAGE OF THE ADULT POPULATION PARTICIPATING IN 
SELECTED ACTIVITIES BY AGE & EDUCATION, SPRING 1978 


% 


READING SPORTS EVENTS 


% ARTS HOBBY /CRAFT %o 


% 
MOVIES LIBRARIES 
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SOURCE: ONTARIO MINISTRY OF CULTURE & RECREATIONS, RECREATING ONTARIO IN THE 
EIGHTIES: 1972 -1990, FEBRUARY, 1980. 
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Tables 5 and 6 show participation rates and changes in rates 


between 1972 and 1978 for selected leisure and recreation activities. 


TABLE 5 
Changes in Reported Participation, 1972-78 | 
Change in Change in Average Proportion 
Activity Percent Average of Time 
Participating Time 1972 1978 
(Percent) 
Television -1 1 ! ~44 36 
Radio 9 3 S17 es | 
Reading 21 6 216 BAe) 
Records 9 -7 .09 .09 | 
Crafts/Hobbies : 21 22 .06 .09 
Exercise/Sports | 20 -9 06 207 


Source, Culture & Recreation, Recreating Ontario in the 80s, Feb. 
1980 


TABLE 6 


TOE 78 A ee tan nn nn 


4 
+ 
9 ee ee eee A eet eee od ae eee ee 8 ee ee ee eA eee Ee eee ee ee ee 


j 
| 
| Activity 1972 1978 WOOL BS ne hOL eas 2 
' 
Arts 0.66 0.59 89 
| Sports 1.49 0.94 63 
| Movies ily 0.93 79 
! Popular Music 0.43 0.24 56 
Libraries N.A. 0.92 N.A. 
‘ 
Percent Reporting Participation } 
Arts 24 22 | 
Sports 30 26 
Movies 41 35 
{ Popular Music 16 12 | 
i Libraries nea. 27 | 


Source: Culture & Recreation, Recreating Ontario 
in_the '80s, Feb. 1980 
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The 1972/78 trend as shown on Tables 5 and 6 can be summarized 


as follows: 


- Only televisions experienced a decrease in the proportion 
of Ontario adults participating in that activity. All other 
activities showed increases between 1972 and 1978 (Table 
y)e 

= Only two activities (records and exercise) experienced 
declines in average time spent on those activities. Crafts/ 
hobbies showed greatest gains. 

- Arts, sports, movies, popular music, libraries all showed 
Significant declines in the number of visits between 1972 
and 1978. 

- Percent reporting participation in those activities also 


showed significant declines (Table 6). 


Future Projections Based on Age and Education 


Applying current participation rates in age-specific -education 
categories to projected number of people expected to be in those 
categories in 1990 and 2000, allows for a quantified projection 

of potential levels of activity for those years. Using this approach, 
the results suggest that the strongest growth would be for reading 
(especially for books) and for volunteer work (Exhibit 10). This 

is due to the changing size of population in terms of age and 
education. It does not assume changes in leisure styles or participa- 
tion rates. Crafts activity, exercising, radio and television use 
would increase slightly more than population growth alone would 
indicate, and record listening would also increase but at a rate 


slower than population growth. 


Considering the expected effect of age and education over the 
period for which data is available (1972-1978), reading, radio, 
volunteer and television activity are anticipated to grow signifi- 
cantly during the period 1978-1990 relative to the period 1972-1978. 
Time devoted to exercise and record listening are expected to 
increase less (Exhibit 11). However, we know that in the 1972-1978 
period, factors above and beyond age and education magnified the 
changes these two characteristics alone otherwise would have 
experienced. As shown in Exhibit 11, by 1990 the crafts and hobby 
activity is expected to increase by seventy percent, reading by 
sixty, radio by thirty- five, exercise by twenty-five, television by 


fifteen, and record listening by ten. 
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PROJECTED GROWTH BY TOTAL HOURS 
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For excursion activities, the shifts in age-education composition 
of the population considered alone would imply a 32% increase 

in arts attendance between 1978 and 1990. Library use would 
increase by 30%, sports attendance by 16%, and movie attendance 
by 11%. It is anticipated that by the end of the century, these 
increases would be fifty percent for both the arts and libraries, 
twenty-seven percent for sports, and seventeen percent for movies. 
(Exhibit a2): 


The actual data available from 1972 to 1978, even though not 
directly extendable, indicates that growth in the arts is likely 

to be higher than the age-education projection, movies also higher, 
and sports about as projected. As Exhibit 12 shows, growth in 

the arts to 1990 could then be about seventy percent, for movies 


about twenty percent, and for sports events about twenty percent. 


Based on potential growth as indicated by the 1972-78 trend, 
continued large growth could be expected for art galleries and 
museums. It is expected that by 1990, attendance at the arts 
could surpass that of sports in terms of actual numbers as well 


as in hours of participation. 


In general, during the period between 1972 and 1978, the total 
number of hours committed provincially for the six activities for 
which data is available increased from about thirty to about 


thirty-five hours per week per person. 


It was also found that participation in leisure and recreational 
activities is strongly correlated with education. Future projections 
indicate significant growth in reading, arts attendance, and volun- 


teer work. 


Longer Distance Activities 


Recent but incomplete information indicates that at present we may 
be in the middle of a ten year transition in Ontario in longer 


distance recreational activities. Specifically, these trends indicate: 


2g 


EXHIBIT l2 
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PROJECTED GROWTH IN TOTAL ATTENDANCE 
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PERCENT INCREASE 
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ONTARIO MINISTRY OF CULTURE & RECREATION, 
RECREATING ONTARIO IN THE EIGHTIES. 


FEBRUARY 1980. 
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a diminution in attendance at more remote Provincial 


parks, notably in Northern and Eastern Ontario 


a levelling off in the total number of cottages in 
Ontario, with declines in South-Central Ontario and 


increases in other regions of the Province (Table 7) 


a potential growing acceptance of "nostalgic" trans-— 
continental leisure rail packages as a recreational 


activity 


increased conversion of summer cottages to year-round 
permanent use by retirement or pre-retirement age 
adults 


increased shorter duration, closer-to-home mini- 
vacations by individuals and families living in 


major metropolitan regions 


even longer distance summer weekend auto trip lengths 


to more remote cottage districts 


increased traffic for foreign destination vacations, 
by auto and air modes, paticularly during the winter 


season 


increased acceptance by part of the tourist public 
of urban-based shopping, entertainment, and related 
activities as a replacement destination for rural, 


remote activities 


The fact that many of these indicators are flatly contradictory 


should cause us to be tentative in expressing total societal 


consequences five years hence, either for transportation or 


communications. Changes in energy prices as a proportion of house- 


hold disposable income; trends in public expenditures for trans- 


continental rail packages, at-home Swimming pools, and major 


theme park attractions; as well as cordon counts on major weekend 


recreational routes all will have to be monitored carefully in 
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the months ahead to discern whether Ontarian's will emerge from 
today's transition period with recreational patterns vastly different 


from five or ten years ago. 


It can be said that various factors preclude rail service to cottage 
districts. These include the low density and scattered distribution 
pattern of cottages; abandonment of existing rail service to smaller 
centres; the difficulty of transporting cottage provisions, boats 

and appliances in excess of personal baggage by rail; and the 
virtual requirement for an auto at the destination; as well as 

the distance between rail stations and the cottage or resort property 


in question. 


Impact on Rail 


Because of the nature of these activities and the relatively short 
distances to be travelled changes in the activity/participation 
pattern discussed above will have little or no impact on the inter- 
city rail mode. The greatest transportation impact would be felt 


in the auto and public transit mode. 


There is limited time series attendance or modal choice alternative 
preference survey information for theme destination parks (such 

as major animal farms, zoos, science centres, and pioneer days 
villages) to accurately assess rail's potential service for such 
markets. Current trends suggest little or no market segment potential 
for rail service to remote cottage or resort destinations. There 

may be some need for more careful investigation of transit bus 

or rail service to near-urban-destination, major cultural/sports/ 
entertainment attractions. Transit rather than rail may offer more 


convenience and flexibility to the recreating public in this regard. 


Transcontinental leisure rail packages may represent the only 
area for potential expansion of inter-city rail service. Even in 


this case, the overall market appears limited. 
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VALUE SYSTEM 


A review and analysis of the prevailing value system of the 
population without a survey of attitudes and priorities is rather 
tricky. Time constraints did not allow for such surveys to be 


conducted. 


However, based on other observed behaviour patterns by the 
general population, preferences or attitudes towards certain issues, 
and specific modal choices made, it is possible to briefly summarize 
what appears to be the dominant value system as it relates 


to transportation in general. 


A review of relevant literature on the subject (see bibliography) 
indicates that individual freedom (particularly freedom of choice 
as it relates to transportation) is uppermost on people's minds. 
It is this very reason, that has caused many families to migrate to 
Canada, United States, and other Western democracies. People value 


their freedom. In transportation this is called mobility rights. 


When it comes to transportation, people want alternatives to 
choose from and the literature on the subject suggests that choices 
of modes, for an example, are made with the following factors 
in, umind: 

- flexibility of routing, 

- speed, 

- convenience, 

- safety, 

~ protection from the elements 

- cost, and 


- psychological benefits of movement. 


The conveniences provided by the auto cannot be exhaustively and 
adequately enumerated here, but experiences in North America and 
elsewhere indicate the significance of this factor. In using the 

auto, one is not restricted by routes, schedules and space. The 

overall conclusions of these studies is that given a choice, people 
will choose those modes that provide them with privacy. The only 
mode that provides this privacy (listening to the radio, smoking, 


etc.) is the personal auto. 
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modes are energy efficient in different circumstances and locations. 
Other factors such as speed or convenience will have to be met 
before permanent and large shifts are made from one mode to 
another. Rail may not be able to satisfy the psychological value 


expectations of even a more energy-efficient conserver society. 
POPULATION 


One could easily write a book on demographic trends and fore- 
casts. And in fact, such books do exist. But, to make population 
analysis in this report relevant to inter-city rail transportation, 
it is necessary to select and examine only those components of 
population change that could have direct bearing on the subject. 
As such, this section will focus on both inter-provincial and 
inter-city shifts (Ontario) as well as overall growth rates and 


future forecasts for Ontario. 


Recent Trends in Population Growth: Canada/Ontario 


Between June 1, 1971 and June 1, 1976 the population of Canada 
increased by 1,424,300 or. by’ 6.6%. This growth, however, was 
unevenly distributed among the provinces and territories. Five 
provinces, Newfoundland, New Brunswick, Ontario, Alberta, British 
Columbia, and the Yukon and N.W.T. grew faster than the 
Canadian average of 1.29% per annum; four provinces grew at a 
slower rate (Prince Edward Island, Nova Scotia, Quebec and 
Manitoba) and Saskatchewan was losing population at 0.106% per 
annum. As Table 8 below indicates, the two western Provinces 
grew at a rate almost twice as fast as the Canadian average 
whereas the Yukon and N.W.T. grew at a rate three times the 
Canadian average. The impetus for their growth came mostly from 


interprovincial migration. 


As a result, regional distribution of population in Canada under- 
went significant change. During the five year period, 1971-76 the 
share of the two Western provinces and Territories increased by 
slightly over one percentage point, Ontario's share increased by 
a fraction, whereas the share of population of the remaining 


regions decreased cumulatively by 1.3 percentage points. 
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Sea) 8 
| Canada: propulacion! Groath peace between 1971 and 1976 
Province - Census__—sOisttri- Census —  Distri- , Pop. ~ Growth 1971-76 sf 
| 1971 bution 1976 bution Number Percent Per 
| "000 % "000 % "000 annum 
: Newfoundland D226 l 2.42 557 <7 2.43 35.6 6.81 1.33 
| Prince Edward Is.111.6 0.52 lash oF wae A eye Ibe 
| Nova Scotia 789.0 3.66 S26 16m ec. COl wi 39.6. 115.02 0.98 
' New Brunswick 634.6 2.94 G7ie3 2.95 VIS 6.72 13h 
Quebec G02 100 27.95 65 23405 Jel Sapir OCs) B640 0.68 
_ Ontario TOs 35.71 8,264.5 85.9404 1561.4 7.29 Wen? 
| Manitoba 988.2 4.58. 1,021.5 Une tty NER IRD Msi 0.66 
| Saskatchewan 926.2 4.29 921.3 4.00 - 4.9 -0.53 -0.11 
| Alberta 1562759 7255 jist s St3 1-40) 7.99" 210.1 2,91 2.46 
British Columbia2,184.6 10.13 2,466.6 108 OR 2024 Oj 12,91 2.46 
Yukon & NWT 53.2 0.25 64.4 0.28 bi 2ein21.305 3.89 | 
; Canada 2,500.3 100.00 225992.0,) 100204 wly424.3 6.60 1.29 
eee enone a Ft et erty ow SIT 5 EG OU pene ren 2 SPE at rai 
Canada: Relative population distribution by Regions “ns 
| 1971 and 1976 
| i | 
Regions Population Distribution} Difference | 
| 1971-76 | 
| Percentage | 
points | 
L | 
; Atlantic Provinces 9.54 9.49 = 10.05 : 
: Quebec 217295 Pa ANG = 10.02 | 
: Ontario | Sernifl 35.94 + 0.23 | 
, Manitoba, Saskatchewan, iF 8.87 8.84 - 0.43 j 
, Alberta, British Columbia, 1 
; Yukon and N.W.T. 17.98 7 00 + 1.07 
| | 
| Total | 100.00 ; 100.00 OVO af 
As can be seen from the above tabulation, Alberta, B.C., Yukon, 


and NWT as a total, achieved a growth rate almost twice as fast 
as that of the national average. Ontario performed fractionally 


better, while the Atlantic Provinces were fractionally below 
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the national average. Quebec achieved only 1/2 the growth rate 
of the national average, and the two Prairie Provinces of Manitoba 


and Saskatchewan only 1/5 of the national average. 


The 1976 Census lists 23 Census Metropolitan Areas (CMA's)* 

in Canada, ten of which are in Ontario (Table 9). The aggregate 
population increase of the CMA's between 1971 and 1976 amounts 

to 814,600 from 11,984,400 in 1971 to 12,799,000 in 1976. This’ 
represents an annual rate of growth of 1.32%, or 2.3% faster than 
the Canadian population growth rate of 1.29%. The proportion of the 
Canadian population living in CMA's in 1976 was 55.7%, compared to 
55.6% in 1971 (using 1976 boundaries for comparison) apparently 
indicating a stabilization of growth in the Census Metropolitan 


Areas. 


The ten Ontario CMA's increased their aggregate population by 
359,200, from 4,998,200 in 1971 to 5,357,400 in 1976 at a 1.40% 
annual growth rate, which was slightly below the overall provincial 
growth rate of 1.42% per annum, indicating a slow-down in metropol- 
itan growth in this province. Only four CMA's had a faster 

growth rate than the provincial average, namely: Kitchener (2.67%), 
Oshawa (2.36%), Ottawa** (Ontario portion only, 1.91%) and Toronto 
(1.50%). Two Ontario CMA's, the only ones in Canada, experienced 
a decrease in population between the last two censuses; Sudbury 
and Windsor, where the average annual decline amounted to 

0.1% over that period. The remaining four CMA's registered only 


moderate or very low growth rates. 


— eee eee 


Census Metropolitan Area (Statistics Canada definition): 

The main labour market area of an urbanized core (or contin- 
uous built-up area) having 100,000 or more population. CMA's 
are created by Statistics Canada and are usually known by the 
name of their largest city. They contain whole municipalities (or 
census subdivisions). CMA's are comprised of (1) municipalities 
completely or partly inside the urbanized core and (2) other 
municipalities, if (a) at least 40% of the employed labour force 
living in the municipality works in the urbanized corey ont (jp) 
at least 25% of the employed labour force working in the 
municipality lives in the urbanized core. 


** For the purpose of this analysis, CMA Ottawa-Hull has been 
considered in separate units, in order to show the population 
trends on a Provincial basis - Ottawa in Ontario and Hull 
in Quebec. 


Rankj 


(1) 


Although the Toronto CMA had only a moderate rate of growth 
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between 1971 and 1976 of 1.50% per annum, it recorded the largest 


numerical increase since 1971 
growth rates between the Montreal CMA and Toronto CMA (0.53% 


(201,000). 


The disparity in annual 


versus 1.50%) resulted in Toronto CMA emerging as the largest CMA 


in Canada, albeit by only 600 people. 


TABLE. 9 


eon enw 


Canada: Average Annual Growth Rates of the Census 


Metropolitan Areas, 1971-1976 | 


a re es 
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Share of Canadian population growth. 
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Share of 


Census Metropolitan Area {Average Annual - Absolute Pop. CMA 

eee Sg ee ern Growth Rate Growth '000 Provincial 
Name Province g Pop. Growth: 

(1) : 

* Hull | Quebec 3.37 2008 2a) 

Calgary Alberta 310 66.6 Ss 

‘ Kitchener Ontario Va ee | 3356 “0.0 

: Oshawa | Ontario 2.36 14.9 ee | 

- Edmonton ; Alberta 2224 Svole 4 27.7 

' Victoria ' British Columbia 2220 22.55 8.0 

- Ottawa , Ontario 1.91 47.1 8.4 

Pot. johnws } Newfoundland 70 1146 32.0 

etiebse ? Quebec 50 40.8 19.7 

; Vancouver ; British Columbia 150 83.9 29.8 

i Toronto Ontario 1.50 201.0 35.8 

Regina Saskatchewan 1eAS 10.5 - 

Halifax Nova Scotia 1.35 i 1724 43.9 

London Ontario eee | 17.4 Sen 

St. John | New Brunswick 1.15 6.3 14.8 

| Saskatoon i Saskatchewan AWA Cah - 

pels Catharines} Ontario py K8) 16.1 2.9 

‘Hamilton | Ontario { 1,02 | 26.3 hal 

; Winnipeg Manitoba ior | 28.4 elon 

“Thunder Bay Ontario i 0.79 4.6 0.8 

‘Montreal Quebec : 0.53 73.3 35.5 

‘Chicoutimi | Quebec 3 0.34 ed 1s 

Sudbury i Ontario i - 0.09 = 007 =O t 

Windsor | Ontario VS) Er Os0o ear - 1.1 - 0.2 | 

| : ps 

‘Total s — 814.6 Siege el) 
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Population Migration and Natural Increase 


As shown in Exhibit 13 (components of population change in 
Ontario) natural increase has played a less significant role in 
recent population growth in the province. Another major contributor 
to the small growth experienced in recent years has been net 
migration. Over the years, net migration in Ontario has fluctuated 


significantly with very sharp declines since 1974. 


As shown in Exhibit 14, the number of live births per thousand in 
Ontario has been declining since 1961. To date, there is no 
evidence of a reproductive "echo baby boom" in Ontario among the 
adult generation that demographers call the post war baby boom 


generation. 
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What are the origins and destinations of migrants, particularly 
the inter-provincial migrants? To answer this question, a 1978 
analysis produced by Central Statistical Services has been used. 
Though the data cover only a 3-month period (January to March 
1978) indications are that the data are representative of the move- 
ments of people between provinces. Exhibit 15 and Table 10 show 


these population flows between Ontario and the rest of Canada. 
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EXHIBIT [4 


BIRTHS PER 1,000 POPULATION, ONTARIO 
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SOURCE: ONTARIO STATISTICS 
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The estimated net exchange of migrants between Ontario and 
other regions of Canada during March indicates a net gain of 
1,473 persons, as a result of an inflow of 2,497 inmigrants, 
mainly from Quebec (2,050) and an outflow of 1,024 migrants, 


mainly to Alberta and British Columbia. 


The cumulative net migration for the first three months of 1978 
shows a net gain of 3,784 persons, as a result of 6,885 persons 
moving to Ontario (5,660 from Quebec) and 3,101 moving to the 


western provinces (Alberta 1,902; British Columbia W143) 


The top graph on Exhibit 16 reveals that this recent net gain of 
inter-provincial migrants in Ontario reverses a pattern between 1974 


and 1977 when Ontario actually lost net migrants to other Provinces. 


Indications from past migration statistics are that this flow 
pattern—-Quebec to Ontario, Ontario to Western Canada, and the 
Maritimes to Ontario--will continue until the Quebec situation is 
resolved and until general economic conditions improve. Since no 
immediate resolution is in sight for the two issues, it can be 
expected that the pattern described above will persist for the 
next few years. 


Population Projection for Ontario 


The current projections are based on 1976 Census data. They 
reflect present social and economic trends and present government 
policies toward immigration. The most recent projections indicate 
a much slower rate of growth than did those made earlier and, 
if birth rates continue to decline (Exhibit 14) as they are now 
doing and immigration from abroad remains at the rather low 
current levels, the population of Ontario will rise from 8 1/4 
million in 1976 to just over 10 million by the year 2001 (Exhibits 
16 and 17). This represents a considerable reduction in the 
projected growth from previous projections based on the trends of 


the sixties. 


To put these projections in perspective it might be useful to 
look at them in terms of annual rates of increase. The most 
rapid population growth occurred in the fifties with an annual 
increase rate of 3.3 per cent from 1951-1956 and 2.8 per cent 
from 1956 to 1961. This has declined very sharply and for the 
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The cost factor considered is usually the out-of-pocket cost rather 
than the total cost of a trip as such, and particularly for the 
auto mode, it is usually only the gasoline cost that is considered. 
Left out in this cost consideration by individuals and households 
are such items as insurance, maintenance cost, and wear and tear. 
Thus, depending on the party size, trip purpose and travel 
distance, when these costs are compared with the cost of using 
other modes, the auto is most often selected. The growth in incomes 
(above the inflation rate) and predominance of two wage-earner 
households with fewer dependent children per family complicates 
the problem. As indicated in the section on Mobility, these costs 
are significantly less now (50% less) as a proportion of family 
income compared to 30 years ago. Thus families can afford to apply 
a lower weight to cost and focus on other factors such as 


convenience, flexibility, and protection from the weather/elements. 


Although the cost of gasoline has decreased as a proportion of 
family income, one must keep in mind that this trend may not 
continue into the future. Changing national and international 
factors may cause this to change. The possibility of a substantial 


fuel price increase may affect the perception of cost of auto use. 


Implications for Rail 


What all this means for the rail mode is that people will either 
use rail when they are captive, or if they are choice riders, only 
when their priorities in terms of flexibility, speed, convenience, 
travel time, protection from the elements and cost are all met. 
Since these factors are most often not met for individual households, 
the rail mode, perhaps may not be used as frequently as other 
modes. The ubiquity of our road and highway network; the public's 
attitudes toward cost relative to other factors; the psychological 
benefits attributed to other than rail modes; and the fact that 
travel and transportation consumed a relatively constant proportion 
of household expenditures between 1968 and 1977 perpetuates our 


current value system. 


Increasing gasoline costs may affect the perception of auto use 


but not automatically cause people to switch to rail. Different 
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Ontario: Components of Migration, 1962-1978 
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Ontario: Foreign Migration, 1962~1978 
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period 1971-1976 averaged only 1.4 per cent. Because the factors 
affecting that decline are still at work—-declining fertility and 
reduced immigration levels--the projections show a continuing 


gradual decline in the rate of population growth from now to 
2001. 


Impact on Rail 


One significance of these demographic data for the rail mode is 
inter-provincial and inter-city (Ontario) migration patterns. Though 
a large proportion of the population do use other modes for these 
long distance trips (visit relatives and friends or on vacation) it 
is reasonable to expect that if other factors such as speed and 
convenience were addressed, some families would use rail for some 


of these long distance trips. 


Ontario is not growing now as rapidly as it had been and most 
indications are that this will continue. Current growth rates of 
0.75 to 1.25 per cent are significantly lower than at any time in 
the past thirty years. If current fertility, migration and mortality 


forecasts are correct, the follow implications for rail are suggested: 


‘ the median aging of the population is a gradual 
process that likely will not significantly swell 
the numbers of non-auto mode (transit or rail 
"captive") seniors 65 years of age and over for 
at least two decades. 

: there will be fewer young adults attending college, 
a proportion of which might have used rail to 
visit family and friends in non-local communities 

: slower overall growth rates will mean lower rates 
of growth in public resources or revenues for all 
transportation and other services, including rail 
construction and maintenance 

- the largest numerical growth in people by age 
group forecast over the next ten years will be 
those aged thirty to forty-five. Over ninety percent 
of all trips made by this age group are by the 
auto mode. Many people in this age cohort are 
wage earners with the income, purchasing power 
and travel habits that to date have seen them 
become very reliant upon two, three or more autos 


per household. 
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HOUSING AND RESIDENTIAL LOCATION 


There are two elements involved in this lifestyle descriptor: (i) 
over-all housing type preferences by households and (ii) choice 
of residential location within urban areas by households. Knowing 
what behaviour patterns are emerging and what the preference 
scale is with respect to this subject should help us understand 
how certain lifestyle patterns are changing and as such provide 
a basis for speculating on potential transportation implications. 
The discussion in this section will therefore focus on these two 


elements. 


Housing Type Preferences 


All available data on housing types indicate a continuing prefer- 
ence for the single (detached or attached) family dwelling. As 
shown on Exhibit 18, the 1967 to 1978 trends show a steady and 


increasing demand for single detached family units. 


Estimates of future housing requirement for Ontario (Table 11) 
show that over one million units will be needed to house the popu- 
lation by 2001. However, the data indicates that of that amount, 
approximately 68% will be needed by or before 1991. A breakdown 
of these future requirements by type of unit supports the 1967 

to 1978 pattern --- continuing demand and preference for single 


family units. 
Choice of Residential Location 


To be useful, the analysis of this particular element has to be 
done either at the municipal scale or at the metropolitan scale. 

The purpose is to make detailed observations of shifts not only 

in housing type but in specific locations within each urban area 

or each metropolitan region. Because of time constraints it was 

not possible to carry out an analysis of all urban centres in the 
province. As such a detailed analysis of six major Census Metropol- 
itan Areas was carried out for this Study. These areas include 


Toronto, Ottawa, Hamilton, London, Kitchener and Windsor. It is 
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TABLE {{ 


PROJECTED FUTURE DEVELOPMENT POTENTIAL 1976 - 200! 
FOR POPULATION (1) AND HOUSING UNITS IN ONTARIO 


PERCENTAGE OF 


REALIZED byI951 


CENTRAL 

POP. 1,274,714 890,330 

HOUSING {| 1,084,000] 706,000 
SOUTHWESTERN 

POP. 266,824| 183,024 

HOUSING 206,000] 143,000 
EASTERN 

POP. 173,104 137 ,O7! 

HOUSING 199,000] 143,000 
NORTHERN 

POP. 82,306 65 ,963 

HOUSING 104,000 76 ,000 
NORTHWESTERN 

POP. 24,052 19 ,994 

HOUSING 17,000 16 ,000 
TOTAL | 

POP. 1,821 ,000 | 1,296,382 

HOUSING | 1,603,000 | 1,095,000 


@ Low FERTILITY; 
30,000 NET EXTERNAL MIGRATION PER ANNUM, 
INTERNAL MIGRATION AT 0.54 PER CENT OF ONTARIO POPULATION 


SOURCE: BARNARD ASSOCIATES, ONTARIO HOUSING REQUIREMENTS, 1976 - 2001 


[FEBRUARY 1977) 


"ADD ON GROWTK 


| "ADO ON" GROWTH | "ADD ON” GROWTH ; (1976-1991) 
(1976 oO} PROJECTED ADDO AS A Y%o OF 
1976-2001) | (1976-1991) | GRowTH 1976-2001 toTAL yr. 2001 


PROJECTION 


MINISTRY OF TREASURY AND ECONOMICS, ONTARIO POPULATION PROJECTION, 1976-2001 


foctoBeR 1978) 
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believed that knowledge gained from these six centres will be rep- 


resentative of the behaviour pattern across the province. 


Each of the six CMAs was divided into two major parts: (i) a central 
area including the downtown(s) and more mature areas of the CMA, 
and (ii) the suburban area. Data at the Enumeration Area level was 
used for this spatial determination. A review of population growth and 
shifts in these centres show that the central/core areas lost population 
between 1971 and 1976 (Table 12) even though almost all the centres 
(except Windsor) experienced significant growth in that time period. 
The greatest losses occurred in Toronto as shown on Table 13. Toronto 


had a net loss of 116,000 people to Durham, Halton, Peel, and York. 


TABLE 12 
Central Area - Suburban Population Change: Major CMAs 1971-1976 
00 
Se ae Sn ee a en ey Ae Manlio NS Ce Aube A 
# *% 

CMA AREA 1971 1976 /71-/76 /71-/76 
eh aS ee ee) ea eld, 
1. Toronto Central Peal 652 -75 -10.3 
Suburban 1,875 2,151 +276 IZo3 

ota » 60 ; +20 F 
eet pe a ee ee 
2. London Central 109 98 -11 -10.4 


Suburban 144 172 +29 20.0 
Total 253 270 +17 6.9 


rr eee 


3. Windsor Central 132 17 -15, -11.5 
Suburban Lay, 131 +14 1220 

i a ES ee er en eat 
4. Kitchener- Central 94 88 -6 -5.9 
Waterloo Suburban 145 184 +39 2750 
Total 239 Zi2 +33 14.1 
ln Eee 
5. Ottawa Central 113 97 -16 -13.8 
Suburban 507 596 +89 1735 

Total 20 3 +73 -ll. 

S UUERESEEEEEREEEE ee eS 
6. Hamilton Central 119 104 -15 -12.5 
Suburban 384 425 +41 10.7 

Tota + -5.2 


$n ea nce op cee Se 


* Percentages based on actual population figures. 


Source: Statistics Canada, 1971 and 1976 Census. 
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Legend for Table 12 


Description of Central Areas Boundaries 
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Toronto Lake Ontario, Keele St., Weston Rd., Eglinton Ave., 
Don River, Woodbine Ave., 

London Hwy..126, Highbury Ave., Kidd's Lane, Thames 
River, Beechwood Ave., Thompson Rd; 

Windsor Detroit River, Norman Rd., E.C. Rowe Ave., Huron 
Church Rd., Malden Rd., Alberta Rd., 

Kitchener- Laurel Creek, Grand River, Ebydale, Ottawa Rds., 

Waterloo Fisher Rd., Queen's Blvd., King North, University 
Ave., 

Ottawa Ottawa River, Rideau River, Bronson Rd., Carling 
Ave., Parkdale Ave., 

Hamilton Lake Ontario, Parkdale Ave., C.N.R., Ottawa Rd., 
Escarpment, Wentworth Ave., Mohawk Rd., West Sthu ov 
Queen St., 

TABLE (3 


POPULATION FLOWS BETWEEN METRO TORONTO 
AND SURROUNDING REGIONAL MUNICIPALITIES : 
I971 AND 1976 ( POPULATION 5+ YEARS ONLY ) 
Rosi MOVED INTO | Worm ee | ee FROM | 
Stee METRO TORONTO | METRO TORONTO | METRO TORONTO | 


ro [eso 


NOTE:-(j) APPROXIMATELY 70% OF THE NET LOSS FROM METRO 
TORONTO OCCURED W THE CITY OF TORONTO. 
(11) THIS PHENOMENON 1S OCCURING IN OTHER MAJOR URBAN 
CENTRES SUCH AS HAMILTON, LONDON, OTTAWA & WINDSOR 


at o 4 * t 
j 


SOURCE: STATISTKS CANADA, 1976 CENSUS MICROFICHE SODEM 83l, 
MTPB, METRO/TTC POLICY COMMITTEE REPORT, AUGI5 th 1979,TABLE 3. 
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Relating population shifts to total growth in dwelling units for these 
six CMAs show a pattern similar to population shifts (Table 14). 
Growth in housing stock between 1971 and 1976 in absolute numbers 
w@S greatest in Toronto though in percentage terms growth was 


greatest in Ottawa and Kitchener. 


Indications are that all these new developments and new housing con- 
struction in these suburbs are in large part single family dwelling 
units. Future estimates point to the continuation of this trend, at 


least in the short term. 


Thus, in summary two things can be observed: (i) continued strong 
preference for single family dwelling units and (ii) population shifts 


from central areas to the suburbs. 
Urban "Gentrification" 


There is widespread misinformation that there is an extensive process 
of urban "gentrification" occuring in the downtowns of major North 
American cities. This idea Suggests that more people are attempting to 
locate in downtown areas or at least in near-downtown areas that 
have easy access to public transit for work trips. Typically such 
upwardly - mobile young professionals or already affluent middle-age 
executives are a new urban elite less dependent on cars not only for 


local work trips but also for all trips in general. 


Evidence from Canadian real estate companies, the preliminary 1980 
United States' census, and the assessment information of the Ontario 
Government suggests that this visible highly - publicized trend is 
statistically not large. The one or two adults and possibly one child 
that may typify this new urban gentry often displace a formerly 
larger number of boarders, lodgers or families in a single downtown 
home when they rennovate. As of January of this year there was a 
year and a half oversupply of homes of all types in downtown 
Toronto. In net terms the downtowns of most metropolitan areas in 
Ontario continue to lose population. Moreover, many of these affluent 
professionals or executives have high rates of utilization of leased, 


corporate and privately owned automobiles. 
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TABLE 14 


DWELLING UNITS BY CMA's 


1971-76 
AREA 1971 1976 IN % AN 
DiuiNS DeUetS 1721476 /\ PER YEAR 


(000'S) NCO OS) 


TORONTO: 

CENTRAL 81 4 sjorciat 3.7 4.6 uh 
SUBURBAN 6923 C243 aks lad 1S of onc 
TOTAL LA ae 9091) Sia S518 )7 ie B05 
OTTAWA: 

CENTRAL S30) Soo Aree 3 ee a 
SUBURBAN | 94.4 13 Sirs 40.9 43.3 Bog 
TOTAL Aes 2renlt Bley Wes 42.1 SPS, 6.4 
HAMILTON: 

CENTRAL 43.8 44,4 26 Vee te) Ae 
SUBURBAN 102.4 128.0 Zo no 250 3.10 
TOTAL 146.2 2s BG wz 18.0 3.6 
LONDON: 

CENTRAL Jake, EOC 70 519 ez 
SUBURBAN 6.0) a5 dane V2 oy 205 nH 4.0 
TOTAL ahs ats Oa! NEC 16.9 3.4 
KRLTCHENER:. |) 

CENTRAL | 21 PA ad | 1.6 7.4 eo 
SUBURBAN 45.4 Gat LO oa 43.5 Siu? 
TOTAL 66.5 Bilno 2a 324,0 6.4 
WINDSOR: 

CENTRAL Zoe ZT 4.2 Dap lo, ao 
SUBURBAN 42.2 50.8 Bind 2002 4.0 
TOTAL date SOc. 859 NPAs) Pete) 
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In summary, urban "gentrification" is not a large phenomenon numeri- 
cally. It may become more so as energy prices increase dramatically, 
but even if this happens, it may not signal large numbers of large 
households suddenly appearing in our downtown areas. Per capita trip 
generation rates could be somewhat higher for such smaller house- 
holds, however. In addition, resettlement or infilling often encourages 
local political pressure for downtown rail track relocation and/or 


abandonment. 


Implications for Transportation 


The next question is what do these trends mean in terms of trans- 
portation in general and for rail in particular? Previous studies by 
MTC and others indicate that there are correlations between housing 
type preferences, spatial residential location and travel behaviour. It 


is possible that those earlier observations are also applicable here. 


Thus, the implications for transportation can be summarized as 


follows: 


: Continued population shifts to suburban and ex-urban areas 
perpetuate dependance of households/families on the auto particu- 
larly for work and shopping trips since many of these activity 
nodes are still concentrated in the downtown areas of urban 
regions, distant from suburban and ex-urban residences. 

° Relatively stable or declining percentages of ridership for 
transit services because they are not usually available in many 
suburban or remote areas of certain municipalities due to factors 


such as low density development, street pattern, and auto 


dependence. 
: Increased spatial separation of residences from work places. 
‘ Increased spatial distance and walking time between the portals 


of single family houses and bus transit stops are common in 
cul-de-sac, curvilinear or similar street layout subdivisions. 

: Spatial segregation of land uses (shopping and work places not 
integrated with residential districts) associated with single 
family dwellings require the use of a convenient, at hand 


personal mode of transportation for families. 
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The specific implications for rail of a continuation of these trends and 


forecasts include: 


. Lower population densities in built-up urban areas that reduce 


urban transit and commuter rail ridership potential. 


. Smaller household sizes overall should reduce the per hectare 
ridership potential of suburban and urban transit systems as 


well as inter-municipal commuter rail service. 


: With a suburbanization of manufacturing into industrial parks 
distant from the homes of both suburban and downtown dwellers, 
there is much more cross commuting and two-way utilization of 
the existing urban road network. In short this means more 
suburb - suburb and downtown-suburb work trips in the a.m. 
peak. Such trips cannot be made by commuter rail except with 


excellent widespread co-ordination with local transit authorities. 


° As suburban and ex-urban development extends the spatial field 
of an urban place, leapfrogging some areas and infilling others, 
there will be more and more demands for commuter rail over ever 
longer trip lengths to serve largely low density residential 


areas. 


. A number of existing rail corridors in built-up urban places are 
not suitably aligned to link recreational complexes with 


residential areas or to link work places with homes. 


: Urban "gentrification" (as discussed above) is not a significant 
phenomenon today. If it does become so tomorrow, there are both 


threats and opportunities for commuter rail service. 
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* 
FAMILY FORMATION & STRUCTURE 
Preamble 


Of all the world's institutions, none is more important to more 
people than the family. The term "family" has almost as many 
meanings as there are individuals in society. All of us, except for 
a very few professionals, base our understanding of "family" upon 
personal experience. And that personal experience is changing, at 


an ever-faster rate. 


Over the last 25 years, trends in social changes have intensified: 
more wives and mothers are working full-time. More couples are 
getting divorced. More single-parents are raising families. More 
families are moving away from their roots, away from the support 
and co-operation of the aunts and uncles and grandparents who 


formed an integral part of the traditional extended family. 


Social pressures on the family have become a way of life: social 
acceptance of non-traditional patterns has been broadened; 
economic pressures have affected the work force, including wives 
and mothers; family planning methods and information have been 
made almost universally available; legal modifications have under- 
lined divorce as a route for dissatisfied marriage partners to 
take; and Ontario as a Province has received the impact of a rich 
variety of cultural and ethnic traditions. While some changes have 
offered increased personal fulfillment to family members and have 
often enhanced family life, they have also contributed to a sense 


of uncertainty about the status and future of the family in society. 


The Family: Definition, Formation and Changing Structure 


The word "family" comes from the Latin word familia, meaning 
household. Under Roman Law, the family was an entity excluded 
from legal regulation. The law recognized only the head of the 
family. This sanctity under the law has been maintained for 


centuries. 


Adapted from Margaret Birch, The Family As a Focus For 
Social Policy, Draft Paper, April 1979. 


2,6) 


Ontario's basic legal system is premised on English common law. 
Hence, in Ontario, as in many Commonwealth countries, when a 
man and a woman married, they ceased to have independent or 
separate legal identities. The identities merged. It was said that 
the husband and wife become one in law. Persons disenchanted 
with the law would add that the husband was that one! 


During the development of industrialized society in the Western 
world, the whole institution of the family and the role of its 
members underwent profound changes. It was during this time that 
the "nuclear" family of male wage-earner, female housekeeper and 
dependent children living together in a separate residence became 
so prominent in the public mind. Although this is still the 
accepted and traditional norm in Ontario, it is of very recent 
origin and has really no more validity than the clan or kinship 
style of family life that pre-dated it and still exists in many 


countries outside North America. 


What gives the nuclear family its weight in North America is its 
social credence and legislative legitimacy. The familiar extended 
family of aunts and uncles and grandparents is equally important 


in Ontario but perhaps not so clearly recognized. 


The constant changes within society make changes in family 
structures inevitable. But the proven tenacity of the family unit 
indicates that it will survive. Family structure, however, is 
increasing complex and different from traditional forms. At present 
these are the different family forms recognized in Ontario 


Legislation: 


. A married couple with one or more children under 18; 
: A single parent with one or more children under 18; 
A A married couple with no children or no children under 
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An unmarried couple living together in a marriage 


relationship with or without children under 18; 
Children 18 years and older and their parents; 


Brothers and sisters and their descendants, aunts and 


uncles and their descendants, and grandparents. 


These relationships could be traced through a marriage, blood or 


adoption. In some cases, a foster child and foster parents could 
be included. 


The above discussion suggests that over time the general concept 
of the family is changing. The following pages document and 
summarize the trend. Trends in family formation and structure can 
be analysed by reviewing the following factors: marriage, 
divorce, fertility and birth rates, single parent families, life 


expectancy, working mothers and working wives. 


Marriage 
Se SS 


The number of marriages in Ontario has been declining since 1971. 
In that year the rate of marriages was 9.0 per 1,000 population. 


By 1977 the rate dropped to 8.1 per 1,000 population (Table 15). 


TABLES 
MARRIAGE RATES FOR ONTARIO 
ee 
1971-1977 


f MARRIAGES (PER 1,000 POPULATION) 


1971 1972 1973 1974 Wyss) 1976 1977 


Source: ‘Ontario Statistics' (1979.) Table 4.7 


ey) 


Divorce 


The divorce rate in Ontario is rapidly increasing. It has risen 
from 158.5 per 100,000 of population in 1971 to 224.9 in 1976 
(Table 16). A year later, the rate jumped to 235.7, representing 
an increase of 48.7 percent during the period between 1971-1977. 
One out of four marriages in Ontario ends in divorce. For example, 


in 1976 there were 69,364 marriages and 18,589 divorces. 


TABLE 16 
DIVORCES AND RATES IN ONTARIO 
1971-1976 


S ceteanetaaeaeenihteeein amiear > Gaeaieaaeeained 


Rate Per 


100, 000 
Number | ie Population 
125211 15625 
13,290 168.6 
13,781 173.6 
15,5277 188.7 
17,485 71230 


18,589 224.9 


Source: Statistics Canada, Vital Statistics Vol. 11 1976, 
Catalogue 64 —- 205 Annual, Table II, pp. 28 - 29. 


Births 


Birth rates in Ontario have fallen in recent years. Families and 
single parents are choosing to have fewer and fewer children. In 
1971, births averaged 16.9 per 1,000 population. By 1976, the figure 
was down to 14.8 per 1,000 population. Family size measured by the 
number of children has decreased correspondingly: 1.6 children per 
family in 1971, compared to 1.4 in 1976 (Table 17). 


Besides birth rates, total fertility rates and gross reproduction rates 
have also been declining since 1971 and are expected to continue 
doing so in the future (Table 18). However, it should be noted that 
despite a reduced birth rate, the number of families with no 
children has remained relatively constant for census years between 
1961 and 1976. (Table 19) Over this same period, there has been a 
decline in 3 and 4 children families but a corresponding increase in 


1 and 2 children families. 
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TABLE 17 
BIRTH RATES & FAMILY SIZE: ONTARIO 1971/76 


Total Live Birth Rate Per 
Births 1,000 Population 


130,395 16.9 
122,700 14.8 


1.6 
1.4 


rece: Statistics Canada, 1971 & 1976 Census 


TABLE 18 


ee 


Total Fertility! Gross Reproduction” 
Rate Rate 
aeee 1.08 
PAA Vs. 0.99 
1.96 | 0.95 
1.88 0.92 
1.84 0.90 
eT, 0.87 
1.66 O61 


1.58 : 0.77 


Total Fertility Rate (TFR) is the number of 
children a woman will have throughout her 
lifetime if she experiences at each age the 
fertility in effect during the period concerned. 


Gross Reproduction Rate (GRR) average number of 
live daughters that would be born to a hypo- 
thetical female birth cohort if subjected to 
current age-specific fertility rates and assuming 
that mortality before age 50 is zero. 


A rate of 1.00 indicates replacement, a rate 
above unity indicates that the population is 
more than replacing itself and a rate below 
unity means that the population is not replacing 
itself. 


Source: Central Statistical Services Ministry of 
Treasury and Economics, December 
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Average No. Of 
Children Per Family 


ST EAE ay 15 
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TABLES 19 . 
ONTARIO: CHILDREN IN FAMILY, CENSUS YEARS, 
1931 - 1976 
PER CENT OF TOTAL FAMILIES 


CHILDREN IN FAMILY 


YEAR 0 tt 2 4) 4+ 
1951 SO Zee 20.4 9.8 B25 
1961 Sie 21.3 2156 EO! P23 
1966 3054 20.1 Zeon 3.9 Ware 
1971 BUs6 21.1 ee L333 Ry) 
1976 30.9 2370 Zh 39 1276 oe 


Source: Central Statistical Services 
Ministry of Treasury and Economics, 
December 1978 


Single - Parent Families 


More women are choosing to live alone as single parents. This rapid 
increase in the number of single-parent families has been the result 
of the increase in divorces and of unwed mothers keeping their 
babies. In 1976 there were 202,350 single-parent families in Ontario. 
This was 9.6% of all families in the province and accounted for 11.8% 
of all children. Of the total number of single-parent families, 83.2% 
were led by women. (Table 20) 


TABLE 20 


Lone-Parent Families Showing Marital 
Status by Sex of Parent, Ontario 1976 


Marital Status 


All 2025455 168,455 
Married Spouse Absent 10,245 mnie 
Separated 62,645 52,200 
Widowed 74.025 63,050 
Divorced 40,750 34,675 
Unmarried 13,980 12,560 


Source: Statistics Canada, 1976 Census of Canada 
Microfiche No. CTFAMA24 
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Life Expectancy 


Life expectancy is probably the most fundamental of all statistics, 
both from an individual and from a family point of view. Recently 
noted changes in life expectancy are having significant impact on 
family life. As indicated in Table 21 a male child born in 1951 
could expect to live 66.9 years. By 1971 this expectation had risen 
to 69.5 years - an increase of two and a half years. On the other 
hand, a female child born in 1951 could expect to live 71.9 years. 
By 1971 this had increased to 76.8 years - an increase of almost 


five years. (Table 21) 


TABLE 21 


| Life Expectancy at Birth by 
Sex, Ontario~21951)° = "1971 


Source: Statistics Canada, Canada Year Book 
1976-77, Table 4.47, p. 


Working Wives 


The number of working wives has increased dramatically during the 
last few years. Between 1961 and 1976 the proportion of wives in the 
Ontario labour force increased from 20.2% to 47.5%. In general, female 
participation in the labour force has also increased significantly over 
the period of the past two decades: from 26.6% in 1951 to 53.6% by 
1979. (Table 22) 


Furthermore, statistics from the 1961, 1971, and 1976 Census indicate 
that the number of families in which both husband and wife were 
working increased from 27% in 1961 to 48% in 1971 and to 54% in 1976. 
This means that the number of wives working in Ontario has doubled 


within the last fifteen years. 
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TABLE #22 
MALE/FEMALE PARTICIPATION RATE FOR ONTARIO 
195110, 19/9 


YEAR MALE FEMALE TOTAL 


Source: Statistics Canada 
94 - 702 
94 - 802 


Working Mothers 


Not only wives but mothers are also being increasingly employed. In 
fact, the number of working mothers whose children are of school age 
is growing. In 1967, 32% of mothers with children of school age were 
working. By 1973, the proportion was 47%. All indications are that 
this figure will continue to increase, given the present economic 


conditions and cost of living. 


Summary 


- more people are living in a family situation: 85.7% in 
1951 and 86.2% in 1976 

~ families still choose to have children: in 1951 36.1% of 
families had no children; in 1976 it was only 34.3% 

~ family size is declining: 1.6 children per family in 1961 
but 1.4in 1976 

- almost half of mothers with school-age children work 
outside the home: 47.1% in 1973 

- Over half of all families have both spouses working: 54% 
in 1976 

- one in every four marriages in Ontario end in divorce: 
the rate has risen from 3.3 per 100,000 of population in 
1921 "to 224, 9ein oe 

- of Ontario's children one in ten live in single-parent 
families: 11.8% in 1976 
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Potential Transportation Implications : 


These statistics support the notion that the traditional family, as 
we once knew it, is changing quite rapidly. These changes do have 
some transportation implications. Those implications are discussed 


briefly below, including the following: 


° There should be more trips per capita with the increase in 
single parent families to satisfy basic needs and wants of 
families 

° potential growth in auto ownership, driver population and 
total annual miles travelled with both spouses working 

. with decreasing number of dependent age children, more 
time will be available to couples for other activities 

: potential increases in work trip volume as more wives 
and/or mothers enter the labour market 

° possible peak hour congestion and demand for more 
highway capacity 

: greater consumption of transportation energy, both total 


and per capita (all other things held constant). 


Rail Implications 


With smaller families, more working couples, and increased numbers 
of single parent families, there will be increased traffic to work. 
This represents a possible increase in demand for commuter rail 
transportation. With more couples in the work force, options that 
allow a spouse to use "kiss and ride" transit/rail service may be 
an alternative to two auto trips to work, one for each working 
spouse. Such initiatives would have to incorporate the kinds of 
levels of service, comfort convenience and other factors that 


generate support for and reliance upon one mode rather than another. 


Smaller families and childless families may have more time 
available for leisure, recreational, and other non-work activity. 
While some single parent families may not have the time and money 
available for recreation, others with more of both resources may 
look toward specialized high level of service recreational rail 
activities. This potential is limited by the fact that the most 
popular forms of outdoor leisure such as swimming, recreational 
driving, walking and others, are more appropriate to modes other 


than rail. 
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MOBILITY 


The analysis of this lifestyle descriptor will focus on four major 
aspects of travel characteristics by Ontario residents: (i) trends 

in auto ownership, (ii) annual vehicle miles or kilometres travelled, 
(iii) work trip mode choice, and (iv) modal share of inter-city 


travel. 
Trends in Auto Ownership 


Exhibit 19 shows that auto ownership by Ontario households is 
continuously increasing. Though there have been modest increases in 
the number of 4 and 6 cylinder vehicles purchased by Ontario 
residents since 1976, the overall preference is for the 8 cylinder 
auto. Ownership of 8 cylinder vehicles has been increasing steadily 
and there appears to be no levelling off to date. The majority of 
Ontario residents do not believe that there is or could be an energy 


crisis now or in the immediate (five year) future. 


Overall vehicles per capita and vehicles per household (Exhibits 20 
& 21) show similar trends. Trends of the ownership of other types 
of vehicles such as trucks and trailers are also on the increase 
even though our population growth rate appears to be levelling off. 
This behaviour pattern and preferences could be explained in 


part by affluence and growth in household income levels. 
Annual Vehicle Kilometres Travelled 


Just as auto ownership rates in Ontario have been on the increase 


so also has the total distance travelled per year per person. 


Table 23 shows a 29.4% and 25.8% increase respectively in total 
kilometres travelled by Ontario residents on municipal roads 


and on provincial highways between 1971 and 1978. 
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EXHIBIT I9 
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TABLE 26 


ANNUAL PER CAPITA VEHICLE KILOMETRES TRAVELLED 
FOR ONTARIO-1971, 1976 & 1978 


: TYPE i971 | 1976 | 197 ° | 
| PROV. HIGHWAYS 13100] 3650/3900 25.8% | 
| MUNICIPAL 3400 | 4200|4400} 1000 29.4 | 
SOURCE: (1) PROVINCIAL ROADS OFFICE - SUMMARY OF 

TRAVEL EXPERIENCE #% ACCIDENT DATA (1979) 
(2) CANADA CENSUS (1971 81976) 


(3) ONTARIO MUNICIPAL DIRECTORY 1979 
(ASSESSMENT 1978) PAGE 100 


Work Trip Mode Choice 


A comparison of 1976 and 1977 mode choice for the work trip reveals 
some startling observations. The following can be summarized by 


reviewing the data on Table 24: 


The automobile accounts for seven work trips in ten in 


either year. 


The proportion of those driving alone to work increased 


frome49.2% in, 1976mtoaSl eb ee bymlLoy7. 


those riding as passengers decreased from 14.3% in 1976 


TOO Orrin Lor Ts 


A major observation from this Table is that the proportion 
of those taking public transit declined significantly 
from 18.2% to 16.7%. 
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TABLEY 24 
MODE OF TRANSPORTATION : COMMUTERS 
IN ONTARIO 1976-1977 


i{. AUTOMOBILE 

DRIVING ALONE 
DRIVING WITH PASSENGER (S) 
RIDING AS A PASSENGER 


i2.PUBLIC TRANSPORTATION 
13. WOLKING 
4.OTHER 


MMUTERS 3,220,000 |"5,296 000 
TOTAL COMMU «100%. igo. 


SOURCE :-STATISTICS CANADA, TRAVEL, TOURISM & OUTDOOR RECREATION 
CAT.66~-202, 1975/1976 & I976/ 1977 


Modal Share of Inter-City Travel 


A review of the data on Exhibit 28 reveals an overwhelming 
domination of the auto mode, even for inter-city travel of relatively 
long distances. The statistics show that the automobile accounted 
for 60% of the trips from Toronto to Sudbury, 78% to Windsor, 83% to 
London, 76% to North Bay and 56% to Ottawa. 


Considering total annual trips within Ontario (Table 37) the modal 
shares are distributed as follows: auto 90.9%, bus 3.8%, air 1.7% 
and rail 1.1%. The overwhelming preference for the auto mode thus 


becomes quite evident. 


This preference for the use of the auto mode can be explained in 
part by Exhibit 22. This exhibit shows that the cost of operating 
an auto as a proportion of total family income is approximately 
half of what it was about twenty years ago. In addition to other 
factors such as flexibility of routing, convenience and costs of 
operation, the rail mode does not appear to be competitive with the 
automobile. Given past and immediate trends, this pattern is 


not expected to change significantly in the near future. 
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Implications for Rail 


The auto, and particularly the eight cylinder auto, is the dominant 
mode of transportation in Ontario. While history is not destiny, 

the future does stem from today's realities. There appears to 

be few if any cumulative groupings in lifestyle trends (including 
value system, energy, housing and residential location, 
work/employment, and family formation and structure) that could 
result in massive attitudinal changes that would divert people 


from their cars to other modes such as rail. 


The cumulative historical policies of governments reflect this 

public preference for the automobile. A widespread municipal 

street and provincial road system is in place. Current and forecast 
energy prices are still below today's world levels. Government 
regulations on average fleet consumption of energy increase the 
fuel efficiency of the auto. Moreover, governments at all levels 
encourage the continuing viability of auto assembly and auto 

parts production as the first and third most important industries 


in Ontario. 
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RESOURCE ALLOCATION 


The analysis in this section is focused on two major resources 
of households/families: Income and time. Resource allocation 
is a lifestyle variable and knowing how it is changing should 
give some indications of shifts in preferences, value systems 


and priorities. 
Income 


Overall personal disposable incomes of Ontario residents have 
been increasing faster than the inflation rate. As Table 25 
indicates, personal disposable incomes (PDI) increased from 
approximately $24.6 million in 1971 to $55.1 million by 1977; an 
increase of $30.5 million or 124.1%. Within the same time, per 


capita incomes grew by 106.7%. 


TABLE 25 
Personal Disposable Income & Per Capita Income For 
Ontario: 1971 to 1977 


Change, 771 


‘wan i 1971 1973 1976 1977 
| # % 


Index (1971=100) 100.0 130.7 201.8 224.1 124.1 124.1 
| P.D.1. ($000) 24,567 | 1C2 10GMZO 581m SS 7062 4 (40,495 124.1 
Per Capita ($000) * 3,189 4,059 6,000 6,591 3,402 106.7 


Source: SC, Market Research Handbook, 1979 (S-3413-501) 
Table 5.3 

* Computed on population from 1971 & 1976 Census, and 
from Ontario Statistics for 1973 and 1977, p. 43, Table 
2r% 


An analysis of income levels by type of area (Metropolitan vs 


non-metropolitan areas) reveals the following: 
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= Average family income is higher in metropolitan areas of 
the province than in non-metropolitan areas. This could 
suggest that in instances where, for an example, there are 
increased costs of mobility, metropolitan area residents 
could afford such increased transportation costs without 
Significantly shifting their expenditure patterns. In short 
they are better able to maintain their present lifestyles 


with minimal sacrifices. 


- The gap between family income levels of metropolitan 
residents and non-metropolitan residents has been widening 
over the years. (Table 26) 

_ Increases in income levels in Canada as a whole have been 
larger than increases in Ontario. This phenomenom could be 
due in part to the decrease in the attractivity of Ontario 
relative to other parts of the country-—-particularly 
Alberta and other Western provinces in recent years. 

Such a slight decline is also reflected in the low levels 


of net inter-provincial migration into Ontario. 


TABLE 26 
Comparison of Income Levels: Metropolitan and 
Non Metropolitan Areas, 
1974 to 1976 


" AVERAGE FAMILY INCOME 


1976 


1974 tele) 


CANADA: 
METRPOLITAN 


NON-METROPOLITAN 


ONTARIO: 
METROPOLITAN 


_NON-METROPOLITAN 


1457533 
16,029 


aE Sy 


16,144 


17,061 


13,944 


16613 
AT ip Grae 


14,395 


18,047 


18,803 


157,859 


£9,000 
207200 
Por 23o 


ZO 


217,190 


Source: Statistics Canada, Market Research Handbook, 1979 


Metropolitan = CMAs + CAs; Non—Metropolitan = All other 


areas. 
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Given that overall income levels of Ontario families have increased 
in recent years and that such increases have been more pronounced 
in metropolitan areas of the province, the important question 

is how are these family incomes spent on goods and services? 

Are there shifts in preferences/choices/priorities, given the rate 

of inflation and growth in incomes? To answer these questions, one 
has to examine trends in family expenditures. For this, 1971 and 
1976 family income expenditure patterns were compared and 


reviewed. These data are presented on Table 27. 


TABLE 27, 
% Distribution of Average Dollar Expenditure By 
Families in Ontario: 1971 and 1976 


Ome ae, ROMER en ERO RUN ST eee oe FO ae AN Fem de ie SN 


OAT ED ISR SSE UN Nhat nt wih aes iN 


oy jo7d 1976 rome 
Food 16.9 16.0 -5.3 
Shelter 16.0 15.6 -2.5 
Household Operations 3.7 254 -35.1 
Furnishings & Equipment 4.4 b.9 -11.4 
Clothing USE 7.0 -5.4 
Personal Care 1.9 ley A -26.3 
Medical & Health Care 2k a? LG 
Smoking & Alcohol MPS: 3.3 15.4 : 
Travel & Transportation 12.6 | Wage -3.2 
Recreation Sad 3.8 +2.7 
Reading 0.6 0.6 0.0 ! 
Education 0.9 O x7 -22.2 | 
Miscellaneous | 19 2.2 415.8 
Total Consumption ees Tose Ae omer 
Personal Taxes fialOu> 13. +13.3 
Security lee 2409 Berl +4.1 
Gifts & Contributions oj 2.4 pepegsed Oc) yee tt wat 2550 suod 
Total Expenditure - 100.0 100.0 | 


Source: Statistics Canada, Family Expenditure in Canada 1971 & 1976 
93-746 and 8-3301 Sept. 1978 Selected Tables 
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Though the above Table is self-explanatory and a lot of interpreta- 
tion could be made by reviewing the statistics, in brief, the 


following observations can be drawn from the data presented: 


- Based on total consumption, Ontario families are spending 
proportionally less on almost every item except recreation. 
This could be explained in part by the fact that family 
incomes have increased significantly (above inflation rate) 
since 1971. Family incomes are also a lot larger now 
because there are more wives and mothers working---thus 


two wage-earners per family. 


- The increased proportional expenditure on recreation 
activities reflects an affluence supported by fewer numbers 


of families overall with dependent children. This is the 


me generation. 
- We are paying a lot more taxes. Approximately 18.7% 
of total family income in 1976 was spent on taxes--a 13.3% 


increase from 1971. 


- The fact that expenditure on personal security is increasing 


could also suggest a gradual shift in our value systems. 


The overall observation is that despite the significant shifts in 
expenditure patterns, families now have a lot more money and 

are probably saving more than ever before. The implications of this 
growing family income and less proportional expenditure on travel 
and transportation can be summarized as follows: given the level of 
family incomes/savings, individuals and families will choose and 
use those modes (depending on trip purpose, time of day and 
distance to be travelled) that meet their lifestyles and satisfy their 
priorities in terms of convenience, speed, comfort, flexibility in 
routing, and safety. ‘Cost' may not rank high on this preference 
scale. Such a preference scale could have adverse consequences on 


the rail mode. 


i/s 


Time 


Statistics on time allocation by households and individuals are 

very sketchy and almost non-existent. However, a review of 

the data produced by Ontario Recreation Survey (Exhibit 23) indicates 
that in 1973/74 Ontario adult residents had a total free time of 

5 hours per day. The remainder, 19 hours, were spent sleeping, 
working, eating, etc. Indications in this 1979 report ver (by the 
Ontario Ministry of Culture and Recreation), though unsubstantiated 
by data, is that there are gradual shifts in time allocation by 
individuals. Since 1974, the population in general is having a 

lot more free time to pursue choice activities such as recreation 


and leisure. 


The above statement is partially substantiated by a study by Woods 
Gordon. iad The study indicates that since 1950 the average hours 
of the work week has been declining. In 1978 the average hours 
per work week was observed to be 35.5 and based on these trends 
estimates are that in the next five years average hours per work 
week will decrease by approximately 3.4% to 34.3 by 1985. If this 
trend continues, the 4-day work week is right around the corner. 
So too are increasingly innovative work habits like job sharing and 


flexible work hours. 


The implications of all this is that families and individuals will 
have more free time in the future to pursue activities other than 
work. If these activities involve travelling, they could have 


significant transportation implications. 


Implications For Rail 


With disposable income increasing, more time for travel, and people 
spending more on recreation, cost may be less of a priority consid- 
eration in terms of type of recreational activity selected and in 
terms of modal choice. Therefore, rail--perceived of as being 
relatively inexpensive but not necessarily satisfying other comfort, 


convenience or status needs--may suffer. Thus while the shorter work 


(*) Ontario Recreation Survey, Vol. 1, Geographic 
Dimensions, Tourism and Outdoor Recreation Planning Study 
Committee, 1977. 


(**) Woods, Gordon & Co., Tomorrow's Customers Today, 1979. 
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week and innovative work patterns like job sharing may promote 
more overall travel and transportation, rail policy will have to 
address those needs of the public aside from cost that influence 


travel propensity and mode choice. 


ENERGY CONSERVATION AND CONSUMPTION 


This section utilizes the 1977/78 urban concerns survey, conducted 
by York University-Institute for Behavioural Research for C.M.H.C., 
to explore people's attitudes, perceptions and behaviour towards 
energy use and conservation. The energy issue is reviewed here 
only as it relates to lifestyles. A more detailed analysis of energy 
as it relates to the rail mode is a separate task: one of the 


24 major tasks to be performed for the task force. 


The findings and observations from the analysis of the above 


survey are summarized below: 


Perception of an Energy Problem 


- The most significant observation was that a majority of 
Canadians and Ontario residents (51.5% and 52.9% 
respectively) do not perceive an energy problem now or in 
the immediate future. Note that the term is only "problem", 
not even "crisis". 

- Of the Ontario residents who perceived an energy problem, 


(47.1%), they tended to be younger and better educated. 


= Across Canada, differences in geographical location appeared 


to be closely correlated with availability of petroleum 
energy sources: 66.2% of Maritimers said yes, we have an 
energy problem compared with 39.7% in the Prairies. 

- Within Ontario municipalities responses were generally 
uniform with the exception of Ottawa. This could be due 
to the fact that Ottawa's data includes Hull. 

- In terms of income levels, the poor and the very rich 
perceived the energy problem in the same way: we have 
no problem now or in the immediate future. 

~ Ontario males (58.3%) perceived no energy problem while 
53.2% of the females felt that Canada/Ontario has an 


energy problem. 
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Reasons for the Energy Problem 


- Those who believed that an energy problem exists in 
Ontario tended to specify the following as the major 


causes. 


(i) too much waste (42.5%) 

(ii) not enough conservation (38.8%) 
(iii) prices too high (34.4%), and 
(iv) shortage of supply (32.9%) 


~ A detailed analysis of the responses showed that those 
with lower education (52.6%) picked price as the major 
culprit, followed by waste and shortage of supply. 

- The lower income groups identified higher prices as 
being the major cause of the problem. 

- Overall, the need to conserve and the need to reduce 


prices were identified as an overall concern. 


Responsibility for Finding Solutions 


- Exhibit 24 summarizes the results of the analysis of this 
question. 

- When asked who had the major responsibility for finding 
solutions to the energy problems, respondents overwhelmingly 
selected the Federal government (51.4%) followed by individ- 
ual citizens (25.9%) and industry (9.5%). 

- The results were the same for both sexes, all income 
groups, all educational groups and by all geographical 


areas. 


Preference/Attitudes Towards Government Action to Solve the Energy 


Problem 


- Exhibit 25 summarizes the preference scale of Ontario 
residents, while Exhibit 26 summarizes the preference scale 


of United States residerits. 
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EXHIBIT 24 


FINDING SOLUTIONS TO ENERGY PROBLEM. 
ASSIGNMENT OF RESPONSIBILITY BY ONTARIO RESIDENTS 


51.4% 
FEDERAL GOVT. 


@ 2.9% OTHER 


™ 3.4% LOCAL GOVT. 


25.97 
PRIVATE 


° 
CITIZENS 6.9 Yq PROV. GOVT. 


9.5 Yo INDUSTRY 


SOURCE: MTC/ URTPO, CMHC, YORK~-IBR, URBAN CONCERNS SURVEY, 1977/78. 
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EXHIBIT 26 


PREFERENCE FOR GOVERNMENT ACTION TO SOLVE TRANSPORTATION 
ENERGY PROBLEMS IN THE UNITED STATES 


\f it becomes necessary for the Government to take measures to 
force a cutback on driving In order to save energy, would you favor 
the following actions 
PERCENT 
0 10 20 30 40 50 60 70 80 90 100 


Odd and even gas ae j 
Gasoline rationing 


Weekend closing 
of gas stations 


Prohibiting driving car 
one dcy a week 


Substantially higher 
g9s prices 


SOURCE: CONFERENCE BOARD SURVEY ( VOL.XVII NO. 2. FEB. 1980) 
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- Majority of Ontario residents indicated that rationing, 
sharp price increases, and increased foreign imports were 
UNDESIRABLE. This same attitude was uniform across Canada. 

= Majority of Ontario residents responded favourably towards 
the construction of coal-powered generating plants, reducing 
oil and gas exports, building nuclear power plants and 
investing in new forms of energy sources. 

= The responses were the same for both sexes, and all 
income groups. 

~ However, United States residents preferred odd/even-day 
gas purchasing and gasoline rationing as a means for 


combating their energy problems. 


Steps taken by Ontario residents to reduce/conserve energy 


consumption 


- The most commonly reported action was turning off lights 
GExhi bit: 27). 

~ The two least actions taken to conserve energy were 
driving less to work and driving less for other trip 


purposes (Exhibit 27). 


Major Conclusion & Transportation Implications 


While this type of information can only take us so far, it is 
clear from the results that the most acceptable and therefore 

the most common actions taken by Ontario residents to reduce 

or conserve energy consumption are only those actions THAT 

WILDS RAVE VERY LITTLE’ NEGATIVE, IMPACTS ON THEIR LIFESTYLES. 


These attitudes, perceptions and behaviour could have serious 
transportation implications. The transportation implictions would 
be more relevant to the auto and transit modes than to rail 


anamwair: 


Evidence of transition from walking to horse and buggy, to canal, 
to regional and transcontinental railroad, to streetcar rail, 
to automobile, and to air is part of our transportation history. 


Petroleum energy availability and cost will influence this progression 
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in the future. Public attitudes and behaviour will have to change 
dramatically to reflect even a modest change in individual travel 
behaviour patterns. Experience in the United States, Europe and 
the U.S.S.R. is that increases to date in fuel costs have had 
limited and largely selective and transitory impacts on selection 


of modes other than the automobile. 


EXHIBIT 27 


STEPS TAKEN BY ONTARIO RESIDENTS TO REDUCE 
ENERGY CONSUMPTION: °% WHO TOOK STEP 


PERCENT 


0 50 100% 
NE 


rurn off Lights [""Retion [No Action] 
Turn down om T a ee Ses : 
AP dake Mbeeeed Gl LG oe lca nl Re eee 
& Doors a8: — peg A a eee Se 
ots Ape BREE SELES 
Appliances Less aa a : —— : 
Insulate Bosement ha | ; 

Insulate Walls ee eae eee ea Plate Be . 
Bought Smaller aaa - is BS wee ane 

a: BRE BR ee eee 


Turn Down Therm-[~ 
Ostat night only a 


Drive Less = ; _ 
Sir purpoeee Lobe re oe ee ee Ty 


SOURCE: MTC/ URTPO, CMHC,YORK IBR, URBAN CONCERNS SURVEY. 1977/78 


1568 WORKING PAPERS 


84 
Ne LIFESTYLE PATTERNS PREFERENCES AND TRANSPORTATION 
CHOICES 
Introduction: 


The decision to travel and the choice of a transportation mode 

for a particular trip arises mainly from habit or past behaviour. 
A conscious decision weighing all alternatives usually is not made 
each time a trip is taken. Travel patterns and behaviour vary 
depending upon the users' socio-economic characteristics, the users’ 
preferences and attitudes towards various modes as well as the 
purpose of the trip being taken, the distance or duration of the 


total trip, and the modes available for taking that trip. 


The overall lifestyle pattern of the user and the transportation 
services provided affect the users' travel behaviour and mode 
choice. Changes in lifestyles, in travel behaviour and the reasons 
underlying user's preferences and choices help shape decisions 


made with respect to travel. 


As Table 28 reveals, the largest component of person trips taken 
in Canada in 1977 are trips made by automobile. The public modes 
-—- air, rail and bus -- accounted for about 11% of all person 
trips in Canada. Rail accounted for less than one per cent of 


the total 27.8 million trips taken. 
TABLE 28 
PERSON TRIPS MODAL SPLIT 


IN CANADA, 1977 


AIR BUS RAIL OTHERS 


5.8% 4.1% 0.8% 2.8% 


Source: Report on June 1977 Travel Survey, Transport Canada 
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Different market sectors and regions of the country experience 
different modal share compositions. In Southern Ontario for example, 
there is proportionately more reliance upon rail, for intercity travel 
between Toronto - Montreal, Toronto - London, and Toronto - Windsor 
than there is between Toronto and the other city pairs surveyed 
(Exhibit 28). This suggests that rail travel is most pronounced 
along the populous Montreal - Toronto — Windsor axis. In all cases, 
the auto mode predominated as the principal mode choice for inter- 


city travel. 


Table 29 contains similar information about person trips by mode 
between city pairs. It is derived from different sample sizes, sources, 
and study data, however. The information here suggests four interest- 


ing conclusions: 


: rail travel from city A to B as a proportion of total trips 
is often very different from reverse direction rail travel 
from: city Bato, 4A 

: the air mode competes strongly with the auto for inter- 
provincial inter-city person trips 

° among the city pairs studied, rail travel is higher, in 
absolute and percentage terms, within the Montreal - Toronto 
- Windsor axis. 
there are significant variations in modal choices for trip 


making between city pairs 


These variations in modal choice and travel propensity reflect 
variations in distance, reason for making the trip, the social 
and economic ability of the user to make the trip, and the user's 
perception of the services provided by the mode to meet the needs 


of the trips being made. 
MODE CHOICE BY PURPOSE 


The purpose of a trip is a main factor in determining which mode of 
travel is used. The nature of a trip varies in terms of the time 
available to take the trip, the necessity of taking the trip, the 
number of people having a similar desire to travel, and transpor- 


tation needs at the destination, among other variables. 
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EXHIBIT 28 


MODAL SHARE OF INTERCITY TRAVEL 
FOR 6 CITY PAIRS 
1976 


SUDBURY NORTH BAY 


OTTAWA 
MONTREAL 


LONDON 


WINDSOR a 
PES 


AIR 
TOTAL MARKET 
SHARE 


SOURCE: SOUTHERN ONTARIO MULTIMODAL PASSENGER 
STUDIES TRANSPORT CANADA, MTC, 1979 
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Most trips can be categorized into broad trip purposes namely: 
business, visiting friends and relatives, other pleasure such as 
recreation, sports, and sightseeing as well as trips for personal 


reasons such as for medical attention. 


Business trips in Canada account for about one-quarter of all 
intercity trips (Exhibit 29). The greatest proportion (about one 
third), of intercity trips greater than 100 miles are made for the 
purpose of visiting friends and relatives. Table 30 and Exhibit 29 
both suggest that some 55 to 60 percent of total trips made are for 


pleasure -- that is for visiting, sightseeing, recreation and sports 


-—- purposes. 


TABLE 30 


Person-Trips: Mode and Purpose, Canada 


Distribution of Purposes Shown in 


Re Sh Person-Trips by the Mode 
| Purpose of || Total All 


Travel j Modes 
i Business 13.1 
| Visiting | Diy 
| Other | 39.6 
§ Pleasure | 


Personal | 14.7 7.2 
; Reasons 


| Other | 10.9 11.5 
| Total | 100.0 100.0 
» Total 


‘Person Trips 
+ (million) | 24.0 el 0.3 1.6 0.8 


Source: Report on June 1977 Travel Survey, Transport Canada 
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EXHIBIT 29 
100% 
3.4% 
Roi 4.2% 
WHI 
HANI PLANE 6.2% 
\ 
\\ BUS 7.6 Y% 
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50% 
40 
eS) Licohe rye 
Ba Saas 
R ess 
aT 
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20 
10 
Pa 
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Bus:ness Visiti Sightseeing Personal Other TOTAL 
and Friends Recreation CANADIAN 
Convention as i ond TRAVEL 
elatives ports 
BABY oy Daidone F2O%A% 8% 12.5% lOC% SURVEY OF 
1971 


CVS ind SUR UION ME) ti sileae OleOle fale iy(Glb es 


SOURCE: An Interim Report on Inter - City Passenger Movement in Canada, 
Transport Canada, June 1975 
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As would be expected, Table 30 demonstrates that business is the 
predominant trip purpose in air travel, accounting for 51.7 percent 
of air person trips. The air mode is used to a lesser degree for 
visiting and other pleasure purposes (33.2 percent of air person 


trips) as compared with the other modes. 


By comparison, trips for the purpose of business account for about 
one fifth of all rail person trips. Rail person trips for personal 
reasons are small, (7.2 percent) when compared with the bus mode 
(14.7 percent). However, a full 60.5 per cent of all rail person 


trips taken in Canada are for visiting and other pleasure purposes. 


The breakdown and distribution of intercity trips taken within 
Ontario is illustrated in Table 31 and is generally similar to that 


found across Canada. 


TABLE 31 


Household Trips: Origin and Destination in Ontario 
by Mode and Purpose 


Purpose an Medes 
of trip 

Business 1) 40 23.6 wi deg 23, Gin B31 

Visiting | 25.9 2523 42.4 6.0 

Other Pleasure jf 32.0 40.0 21.0 5.0 

Personal Reasons jf 9.2 14.0 8.3 4.8 

Other | 9.3 10.5 520 et 

Total | 100.0 100.0 100.0 100.0 


Source: Appendix to Report_on June 1977 Travel Study, 


Transport Canada 


Travel within Ontario shows a comparatively greater proportion of 
air travel for business purposes (83.1 percent of air trips) and a 
smaller proportion for pleasure (11 percent of air trips). The 
breakdown of rail trips indicates a slightly higher proportion in 
Ontario for the purpose of visiting (42 percent) and for business 
(23 percent) as compared with Canada (38 and 20 percent, 
respectively). Almost two-thirds (63.1 per cent) of all rail trips 


taken in Ontario are for visiting and other pleasure trip purposes. 
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It is evident from Tables 28, 30 and 32, that the automobile is 
the predominant mode of travel for all trip purposes. About 
three-quarters of business trips and about 90 percent of trips for 


all other purposes are made by auto (Table 32). 


Trips by rail represent 1.2 percent of trips made for visiting and 
only 0.8 percent of business trips in Canada. Passenger rail is 

not pre-eminent among the public modes in any category of purpose: 
air dominates for business and other pleasure purposes; the bus 

mode predominates (among public modes) for personal and visiting 
trip purposes. In short, rail is often a distant second or third choice 


of mode for various trip purposes in Canada. 


TABLE 32 


panne 


Person-Trips: | Purpose and Modal Choice, Canada 


Distribution of Modes Shown in 
Person-Trips for the Purpose 


Purpose of 

Travel Bus Rail Air 
Business 
Visiting 


Other 
Pleasure 


Personal 
Reasons 


Other 


Source: Report on June 1977 Travel Survey, Transport Canada 
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Impact on Rail Transportation 


Rail is often the second, third or fourth potential choice of mode 
for a given trip purpose, depending upon the city or corridor 
under study. No single trip purpose offers extensive potential for 


modal shift to rail, as the following discussion suggests: 
(a) Business Travel 


Declines in economic growth rates; consolidation and integra- 
tion of business operations; and a changing spatial organiza- 
tion of markets (international rather than local) as well 

as a slowdown of employment in certain sectors do not 
support a major expansion of growth rates of business 

travel. Nor do they suggest significant shifts from the 

auto and air modes as the mainstay of business communica- 
tions, except perhaps in the direction of telecommunications 


substitution for business travel. 


Rail infrastructure often is not located so as to readily 
service either new suburban industrial areas or concen- 
trations of office/retail jobs in metropolitan regions. Where a 
number of enterprises are concentrated within a rail 
corridor, the proportion of rail person trips for business 
purposes increases. The inconvenience of changing modes if 
the destination is not directly serviced by rail, and the 
speed of the rail mode often deter the business traveller from 
using rail. What limited additional rail market potential for 
business travellers exists will depend upon the level of 
service provided and the travel time taken for business 


appointments. 
(b) Pleasure Travel 
Persons travelling for pleasure generally are not as concerned 


with time and tend to enjoy a more relaxing and less costly 


trip than business travellers. The higher utilization of 
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rail service between Toronto-Montreal, Toronto-Windsor 

and Toronto-London may reflect the existence of more infra- 
structure and transportation choices in this corridor as 

well as higher levels of service to satisfy travellers' require- 
ments for sightseeing, visiting, recreation and sports trip 


purposes. 


Specialty transcontinental (or long-distance excursion pack- 
ages) travel, visiting relatives (due in part to high levels 
of residential relocation among a mobile population); and 
travel to regional tourism/recreational attractions seemingly 
are the only three areas of potential rail market growth 

for pleasure travel. Various factors acting as constraints 

for all three opportunity categories were discussed in Chapter 
III. Moreover, none of the three categories assures market 
growth by rail as distinct from the air, bus or other compet- 


ing modes. 


At best, increased leisure time and continued interprovincial 
migration could indicate a numerically modest potential 
increase in rail usage for pleasure trips and trips of 

longer duration and/or distance. However, with less public 
emphasis on the cost of transportation and more upon service, 
rail will have difficulties catering to pleasure travel among 
two and three wage-earning families with higher disposable 


incomes. 
Medical Travel (Access to Medical Care) 


Access to medical service, particularly emergency care, 
often takes place by air, auto, or ambulance. Rail seemingly 
has little potential to increase its limited share of the 


market for this trip purpose. 


1977 
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Shopping and Personal Business 


Day-to-day or weekly shopping is predominantly a metropolitan 
or urban activity, rather than an inter-city activity. Rail 
has little role to play in satisfying such a passenger 


trip purpose, today or in the near future. 


All Trip Purposes 


Rail travel today is concentrated in certain major corridors 
linking large metropolitan regions. Any policy designed 

to improve rail ridership should be based upon a thorough 
analysis of why rail travel for all trip purposes takes 

place in specific corridors between certain larger size 
centres. Analysis of service levels, integration of infra- 
structure, market density, and other attributes of the corridor 
should help identify the travel-influencing attributes worth 


offering or upgrading in these and other corridors. 
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MODE CHOICE BY SOCIO-ECONOMIC GROUPS 


The socio-economic background of travellers influences their overall 
travel behaviour. The basic socio-economic characteristics examined 
here are age and sex, educational background, employment status 


and income levels. 


Age and Sex 


The distribution of the travelling population in Canada (38.6 
percent of the total population) by age groups is similar to the 
distribution of the Ontario population. The age groups between 


20 and 44 years of age have the highest proportion of travellers.* 


About one-half of the person-trips in Canada are taken by travellers 
between 25 and 54 years of age (Table 33). This same age group 
accounts for 69 percent of air person-trips. Two thirds of the 


air travellers in this age group are male. 


Of all bus person trips, 11.6 percent are made by persons 70 
years of age and over. This age group represents only 5.1 percent 


of the total population. 


The number of rail person trips peaks at 23.2 percent for the 
25 to 34 age group. Children less than 14 years of age represent 


about 14 percent of rail person trips. 


The male population makes up slightly more than one half of 
the total person trips and auto person trips. The female population 
comprises three fifths of the rail person trips and the bus person 


trips. 


‘5 Appendix to Report on June 1977 Travel Survey, Transport 
Canada, December 1978. 
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Age, Sex and Modal Choice, 
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Distribution of Ages shown in Person-Trips b 
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The automobile accounts for the highest percentage of all person 

trips for all age groups (Exhibit 30). In the over 70 years age 

group the number of auto person trips drops to about 71 percent. 
Within the same age group the number of person trips by bus 


peaks at 19.7 percent. 


EXHIBIT 30 


PERSON-TRIPS: AGE AND MONAL CHOICE 


808 a le 


Less 14 W=) T7=9 20= 9 25=) s5— 9 45—" 9 S5-9 65— = 70m and 
than 16 19 24 34 44 54 64 69 over 


Source: Summary of Report on June 1977 Travel Survey, 


Transport Canada. 


The rail mode is the least used mode across all age groups. Its 
usage however increases in the 65 to 69 and over 70 years age 
groups to about 2 percent of trips within each age group. Seniors 


generally are more dependent upon the bus (rather than rail) mode. 
Educational Level 


Higher levels of formal education correspond with greater fre- 
quencies of travel. For example, university graduates represent 
about 5 percent of the total Canadian population but account for 


about 12 percent* of those taking 5 or more trips per year. 


‘i Summary Report on 1977 Travel Survey, Transport Canada. 
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Those with more formal education are more likely to use rail (and 
other public transportation modes). The 0 to 8 years of schooling 
group represents 43.5 percent of the total population but accounts 
for only 31.3 percent of the total person trips taken (Table 34). 
Only 10.6 percent of air person trips are made by those in this 


education group. 


TABLE 34 
Persone tnips: Education and Modal Ghioice : | | | 
Distribution of Education Levels shown (Persons) 
in Person-Trips by the Mode Canada 
Education Level | E Ai I 1 Population 


Total Person- 100.0 100.0 100.0 100.0 100.0 7 10020 100.0 
Trips 

0-8 Years See. oo .1 26.0 10.6 225° “31530 (8Gee5 
Schooling 


Some (or Siae 34.9 3520 3740 48.7 3620 OS 729 
completed) H/S, 

No post- 

secondary 


H/S, some post 
Secondary 


Post-secondary 
Certificate or 
Diploma 


University 


Source: Report on 1977 Travel Survey, Transport Canada 


Although those travellers with high school and some post secondary 
education represent 6.5 percent of the Canadian population, they 

account for 16.4 percent of rail person trips. University graduates 
use each mode in proportions greater than their limited 5.2 percent 


composition of the total population. 
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Labour Force Status 

Employed persons who represent about 42 percent of Canada's 

population comprise 56 percent of total person trips (Table 35). 

Those not in the labour force have less tendency to travel. 
TABLE 35 


Labour Force Status and Person Trips 


Total Proportion 


Labour Force Status Person-Trips of Canada's 


Population 
Total 100.0 100.0 
Employed . 55.9 41.9 
Unemployed 2.9 Cas 
Not in Labour Force 22.6 29.3 
Children under ate Te! 18.6 2651 


Source: Summary Report on 1977 Travel Survey, Transport Canada 


The air mode is chosen by employed persons to a greater extent 
than the other modes (Exhibit 31). About 76 percent of air person 
trips are made by employed persons as compared with only 40 
percent of bus person trips. Conversely those not in the labour 
force make up 40 percent of bus person trips but only 16 percent 


of air person trips. About 53 percent of rail person trips are 


made by employed persons. The strongest similarities in proportional 


mode choice by labour force status seem to occur for the auto and 


rail modes. 
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EXHIBIT 3I 


PERSON - TRIPS: LABOUR FORCE STATUS 
AND MODAL CHOICE 


aR — 


J PNG ER MES KT fea] Se Re 
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[__] emPtovep Wf, NOT IN LF 
UNEMPLOYED 


ruei CHILDREN UNDER 
I5 YRS. OLD 


SOURCE: SUMMARY OF REPORT ON JUNE 1977 
TRAVEL SURVEY, TRANSPORT CANADA 
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Income 


As Table 36 reveals, the greatest number of total trips taken are 
by those travellers in the highest income level. Both the rich (over 
$25,000 income per year), the poor (under $10,000) and all other 
income groups in between ($10,000 - 24,999) travel by train. In 
comparison, the use of air and auto modes is more high income 


sensitive. 


TABLE 36 


ed 


~ Distribution of Trips by Mode and by Income Level 


Modes of Travel Used 


Annual 


Total trips by by train by bus by car none of 
family income 


trips plane over 200 mi over 200 mi_ over 200 mi these 


Under $10,000 
10,000-14,999 
15,000-19,999 
20, 000-24 ,999 
25,000 or 


more 


Total trips by 
Mode 


Source: Public Opinion Survey, Modes of Travel, by 
Canadian Facts July 1979. 


In summary, the automobile is the predominant mode of travel for all 
income levels. Almost 40 percent of trips by plane are made by those 
in the highest income level. The highest proportion of bus trips are 
made by travellers in the middle income levels. Rail travel is more 


uniformly spread over all income levels. 
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Impacts on Rail Transportation 


Population trends and forecasts suggest a continuing median aging 
of the population. This should influence the type of transportation 
services required to meet society's needs. Present behaviour in- 
dicates a lower auto usage but higher rail and bus usage by the 
older age groups. These factors combined tend to indicate a po- 


tential for greater rail and bus services for the elderly. 


It should be stressed, however, that Ontario will not have a 
decidedly aged demographic mix for at least two decades, if then. 
This means that the number of seniors (over 65 year olds who are 
more of a transit ''captive ridership" group within the population) 
will not be sharply increased in proportional terms in the near 
term. Trends toward an aging population will not mean immediate 
or significant rail market growth potential for several years 


(based on this factor alone). 


Because buses (rather than commuter rail service) offer more flex- 
ibility in routing and service for seniors sixty five years of age 
and over, transit rather than commuter rail may have more growth 


potential in this regard. 


Increasing labour force participation rates by women indicate 
an increased demand for business auto and air services. The 
‘housewife' component of bus and rail travel will, at the same 
time, tend to decrease with the continuing shift into the labour 
force. More affluent, two income families could use more of their 


disposable income for other purposes including travel. 


Rail plays a role in the movement of people and goods. Generally 
speaking, employed men of all income groups and most age levels 
are under-represented as a proportion of passenger rail travellers 
today. Any policy that focuses upon specific market segments 

of the population should address this potential target population 

if rail ridership is to be meaningfully increased. Recent patterns 
of rail usage do not suggest that rail is a mode restricted to 


the unemployed, the elderly or the poor. 
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MODE CHOICE BY DISTANCE TRAVELLED 
Distance Factor 


The distance travelled to a destination hasa relationship to the 

mode chosen. Air travel, for example, predominates for long dis- 
tance and overseas trips. Time and convenience are main concerns 
in long distance travel. Over relatively short distances, the rail 


and bus modes are a source of competition for air travellers. 


The number of auto person trips represents about 90 percent of 
total person trips within Ontario (Table 37). Of the trips origin- 
ating in Ontario with destinations outside the Province, only about 
two-thirds (63 percent) are made by auto. Air person trips 
account for about one-quarter of Ontario-origin person trips with 
destinations outside Ontario. Rail and bus travel also show an 
increased proportion of travel to destinations outside Ontario. 
Generally the public modes have higher representation in Ontario 
origin trips that end in destinations outside Ontario. The increase 
in the air proportion for trips to places outside Ontario indicates 


the predominance of air travel for longer distance travel. 


TABL bass 
Person-Trips, Origin in Ontario, Destinations 
Within Ontario Versus Outside Ontario, 


by Mode Weighted Counts 


Ontario 


Destination: Total Auto Air Bus Rail Others 
| Within | 100.0 90.9 yy) 3.8 hee, ae 
: Ontario | 
| | 
! Outside pe 00.0 635.3 Zone Soe) oee oe, 
| 
} 

i 


Source: Appendix to Report _on_ 1977 
Travel Survey Transport Canada 
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Duration (Length of Stay) 


The duration or length of stay involved in a particular trip also 
has an influence on or at least a relationship to travel propensity 
and choice of mode. As Table 38A reveals, half of all trips involve 
none or one night away from home. Auto trips predominate all trip 
durations, comprising about 90 percent of all trips 2 days or less 
in length (Table 38b). The proportion of auto trips drops to about 


45 percent for trips of between 17 and 30 days duration. 


TABLE 38 


Person-Trips: Mode by Number of Nights 


| Percentage by Nights ee from Home | | 
Total 1100.0) 3720 Blan 27g 18.9 1.2. Oas 
Auto 1100.0 38.9 16.0 28.8 15.5 O16!” Age 
Bus 100.0 BC ute, Cue LO Si bead 1.3 0.2 
Rail 100.0 1G¢37049. Gite eo 51.4 Papas) Lk 
Air j 100.0 1 ee 6 125 Boo 9.4 3.9 
Other | 100.0 SIAN NG she Pwo A 21.6 We : 0.6 

ib) Percentage by Mode 

| Total 1100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Auto 86.6 90.6 90.9 90.9 2a 44.6 "4200 
Bus 4.0 Ep Passe) See ayse, bud yee! 
Rail 0.8 OF BuO ec) OBS) 2.3 iveste! 2.0 
Air Sy) fs) ae S157) Za, 16.4 45.47 5022 
Other 258 See Meee 7 aed | 3.3 be O25 


Source: Report_on_ 1977 Travel Study, Transport Canada 
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Air person trips represent about 45 percent of trips between 17 and 
30 days' duration. The proportion of air travel tends to increase 
with the length of trip durations. 


The rail and air modes predominate for trips between 3 and 16 days 
in duration. This represents about 51 and 53 percent of rail and air 
person trips respectively (Table 38a). Only 19 percent of total 
person trips are of length from 3 to 16 days. 


The greatest proportion (about 39 percent) of bus and auto person 
trips are same day return trips. Same day return trips represent 
about 37 percent of total person trips but only 18 percent of 


rail person trips. 


In summary, the auto and air modes dominate long distance travel. 
The speed and convenience of air service for long distance travel 
cannot be provided by other modes. The ground transportation modes 
provide an opportunity to "see the country" along the way, should 


this be desirable to the traveller. 


Shorter distance travel is more competitive between modes. The 
availability of alternate services allows the traveller to make a 
choice of mode based on factors such as total time, cost, conven- 
ience and other factors. This competition between modes, for 
example, is evident in the Windsor—Quebec corridor where rail and 
bus fares reflect competition for greater portions of the intercity 


market. 


Impact on Rail Transportation 


Based on past travel behaviour and current infrastructure, rail 

remains most competitive over short to medium travel distances. Rail 
appears to have few exclusive general attributes in terms of access, 
travel time or degree of personal comfort and convenience for short 


to medium distance travel. 
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A traveller's mode choice can only partially be explained by his or 
her socio-economic characteristics. Reasons underlying mode choice 
vary with the different modes. These reasons must be taken into 
consideration when dealing with policies for the transportation system 


as a whole. 


The general attributes of why people choose a particular mode are 

that the mode should be comfortable, enjoyable, safe, inexpensive, 
fast, clean, friendly, and dependable. The modes are chosen depending 
on the order of importance of these descriptors to the traveller 

and their individual extent of importance. Common reasons for choos-— 
ing the train are that it is comfortable, enjoyable, safe, inexpensive 


(>) 
and dependable. 


The reasons for choosing a particular mode also vary with the trip 
purpose. Business passengers are mainly concerned with time. They 
are interested in speed, regularity, frequency and reliability of 
service as well as with comfort and efficiency. Non—-business 
travellers, on the other hand, generally consider price to be more 


*R* 
important than speed and comfort. | 


In half the cases, convenience is cited as the single factor why 
people say they travel by auto (Exhibit 32). In comparison, only 
about one-quarter of those who travel by rail cite convenience as the 


main reasons. 


About one quarter of bus person trip travellers stated that the bus 
was the only means available to them. About 8 percent of rail person 
trips used rail for the same reasons. A number of different reasons 
for using the bus mode is indicated by the large percentage (about 


35 percent) for "other" reasons. 


The rail mode is chosen for reasons of personal preference or comfort 
more so than the other modes. This reason represents 14 percent of 
rail person trips responses as compared with 5 percent of total person 


trips. 


Public Opinion Survey Modes of Travel, by Canadian Facts, 
July 1979. 


An Interim Report on Inter City Passenger Movement in Canada, 
Transport Canada, June 1975. 


(** 
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The air mode is chosen predominantly because of its speed (68 
percent of air person trips). Only 2 percent chose it for "economic" 


reasons and only 2 percent for personal preference or comfort. 


Both the rail and the bus modes are perceived to be cheaper 
than air. About 15 percent of person trips in each of these modes 


chose them for reasons of economics. 


The reasons for mode choice expressed for trips in the Toronto- 
Ottawa-Montreal triangle are similar to those expressed about 


Canada in general (Table 39). 


Impact on Rail Transportation 


Why people say they do what they do may not be why they act as 
they do. Novertheless, the reasons for mode choice give an in- 
dication of the factors that may be influential in realizing a 
desired mode shift. The large number of air travellers using the 
air mode for reasons of speed may, for example, be a market for 
high speed rail service, in certain situations. Thus, those factors 
that best indicate the reasons for mode choice for various travel 


groups may be used to provide a more efficient system. 


Cost is not the principal stated prerequisite of those who currently 
travel by rail. Any policy designed to increase rail's share of 
total travel -- in addition to specific geographic (corridor and city 
pair) components and target client promotion elements -- also needs 
to address the efficiency, comfort and convenience of the service. 
Rail service often (92%) has no monopoly for a specific trip 
according to the public opinion surveys examined here. It must 
compete for more riders in most situations and that competition will 


not be decided by cost or at least by cost criteria alone. 
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PREFERENCES AND ATTITUDES TOWARDS EACH MODE 


The preferences and attitudes towards each of the different modes 
of travel vary significantly with each individual traveller. Prefer- 
ences and attitudes are most often expressed as qualitative descriptors 


rather than quantitative attributes of the travel modes. 


The U.S. D.O.T. study in the Northeast Corridor in early 1970's 
examined mode choice decisions. In determining the value of travel 
time both "rational'' and "non-rational attitudinal" value considera- 


tions were described. Some of these factors were as follows: 


VALUE CONSIDERATIONS 


Rational Non-Rational Attitudinal 
- speed and time - "aggravation" factor 
- cost - waits and delays 
- convenience - status and prestige 
- physical comfort - sociability and privacy 
- reliability of schedules - cleanliness 
- safety from accidents - food, drink and other auxiliaries 
- using travel time usefully - service courtesy and feeling welcome 


- freedom and flexibility 
- modernity 
- information, familiarity and knowledge- 


ability. 


Source: The Needs and Desires of Travellers in the Northeast 


Corridor, Survey of the Dynamics of Mode Choice Decisions, 
DOT Washington, D.C. Jan. 1970. 


Studies in the Quebec City-Windsor corridor in 1976 indicate many of 
the same attributes or considerations are given to mode choice by 
the Canadian travelling public. The most significant attributes for 
choosing a mode of transport were found to be 

- on time reliability 

- departure times 


total door to door travel time 


4 
v 


- terminal convenience and 


- transportation cost. 
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PEE 


Some attributes that were found to be important in terms of keeping 
a person on the mode chosen are personal comfort, quality of ride, 
baggage arrangements, mobility during the trip, peace and quiet, 


food and beverage service, and reservations. 


The various modes are viewed as providing service as described 
by these attributes to different degrees. An example of perceived 
attributes for the different modes as found in Eastern Ontario 


are described in Exhibit 33. 


From this survey, rail service in the Toronto—-London-Windsor 
corridor was viewed by consumers to be reliable and convenient. 
Reliability of rail arrival and departure was considered as reliable 
as air. Rail was rated the highest of the modes in terms of 
spaciousness (having room to stretch) and mobility on route. Rail 
ride quality was considered to be between that of air and bus. 
Consumers viewed rail as providing a place for obtaining both food 
and drink. In addition, the rail terminals along these routes were 


also considered as being convenient. 


Implications For Rail Transportation 


There is a need for more surveys of public attitudes and prefer- 
ences between modes. There can be no effective government spon- 
sored educational program about the advantages and opportunities 
of rail transportation unless we better understand what factors 
shape modal choice and travel or not decisions. Likewise, it is a 
mistake to encourage the provision, upgrading and maintenance of 
certain service attributes either in locations or of types irrelevant 


to public needs. 


The number, kind, and range of service attributes appear to be significant 
in the choice of mode of travel in Ontario. By comparison, service 
quality will maintain customer allegiance by the traveller to that mode. 
Currently, the air mode (perceived of as being fast and expensive) 

and the auto mode (seen to be convenient and cheap) appear to cover the 
range of consumer travel demands. By comparison the bus is perceived 

of as being inexpensive and uncomfortable while the rail mode is seen to 
be spacious but slow. In order to obtain any significant shift to the 
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rail mode, today's public perceptions mst be heavily transformed. 
There undoubtedly are limits to the promotional marketing of rail 's 
general potential and/or service details without significant changes 
in the macro socio-economic factors that affect vehicle ownership, 
mode choice and travel frequency behaviours that in turn influence 
public perceptions of modes relative to one another. 
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V. SUMMARY OF TRENDS/FACTORS AND TRANSPORTATION CHOICES 


In this Chapter, major observations from Chapters III and IV 

are summarized (trends in lifestyles, influencing factors, transporta- 
tion preferences and choices) as they relate to transportation 

in general and rail travel in particular. Potential transportation 
implications of identified trends are highlighted. Finally, the 
impacts of relevant trends on the rail mode are discussed, in 


three specifics: 


A, increased competition from other modes 
B. more metropolitan region share for rail 
CF more intercity travel share for rail 


The symbols used are @ highly; © to a degree; (X) negative impact, 


in this multi-page summary: 
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VI. POLICY IMPLICATIONS WITH EMPHASIS ON RAIL 


The implications of these changing lifestyle patterns and transport- 


ation behaviour trends upon the future of transportation in general 
and upon rail transportation in particular have been identified 
and documented in the preceeding three chapters. A number of 
specific near term rail planning and policy issues have been 
identified in chapters III and IV and summarized in chapter 

V, given the assumption of no significant variations from today's 
general lifestyle patterns of work, leisure, energy consumption, 
value systems, family structure, and allocation of household 


and personal resources. 


Conclusive answers to questions about the policy planning implica- 
tions of these lifestyle trends, forecasts and outlooks upon rail 


transportation in particular are limited by six constraints: 


yA The future is uncertain. As noted on page 7 this analysis 
assumes a general continuation of lifestyle trends: this 
includes, then, no major shifts in real energy costs 
(as a proportion of family budgets), in transportation 
infrastructure, in modal choice availability or in levels 
of service. These conditions may or may not hold in 


the future. 


Le Abrupt systemic societal transformations (or paradigm 
shifts) are the exception rather than the rule. In this 
analysis, care has been taken to caution against expecta- 
tions of massive or long-lived shifts in mode choice, 
mobility demands and travel propensity in the short 
space of a few years. Both totalitarian and democratic 
societies have built in inertias in the behaviour patterns 


of their citizens. 


3s Society is complex. Some of us are buying cottages; 
others are recreating closer to home. Some are buying 


third or fourth cars for our household; other rely on 
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other modes of transportation, after selling their auto- 
mobile(s). These trends often are simultaneous and flatly 
contradictory. If we are in the midst of profound behavioural 
changes, it is hard today to predict even the overall 


shape of the outcome in 1985. 


This analysis has really focused upon person movement. 
Policy conclusions with respect to goods movement need 


an anaiysis of their own. 


No attempt has been made to articulate desirable patterns 
of Provincial travel Or ideal trade-offs between rail, 
roads, schools, hospitals and other means of society 


realizing its objectives. 


Other major factors are not addressed in this study 
but are the terms of reference for other working papers 


in this series. 
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Given all the above constraints, there are seven major conclusions 


that can be made about the implications of changing lifestyles 


upon short range rail planning and policy issues, for consideration 
by the fask Force: 


1. 


Rail Has A Role 


The rail mode has a role to play in Ontario's transportation 
system for the movement of people and goods. That role, 
however, is one limited by the availability, nature, 

location and cost-effectiveness of rail service and infra- 
structure in Ontario. That role also is limited by the 
public's value system, perception of modal choice attributes, 
and decision choices between modes for specific types 


of trips. 


In certain locations and for certain types of trips, rail 


may be the most efficient mode for a traveller. 


In general, however, without significant changes in 
lifestyles or factors (such as energy price and availability) 
affecting travel behaviour, rail may not be able to realize 
a_constant or increased share of overall travel growth. 


The Extent and Location of 


Rail's Potential Role 


A variety of lifestyle attitudes, perceptions and behaviour 
patterns as well as explicit and implicit transportation 
choices strongly suggest that rail transportation is a 
limited transportation alternative for many types of trips 
and tripmakers, given today's patterns of work, leisure 
and travel. Rail transportation overall is a means to 

an end. Enhancement of lifestyle is that end. Few people 
travel by rail as an end unto itself. 

It should be recognized that rail cannot and will not 
serve everyone in the Province. The need is to establish 
its role as a desirable alternative in select metropolitan 


and intercity jurisdictions particularly as a means of 
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longer distance and longer duration public transportation. 
Location and market specific improvements to the rail 
system may be more cost-effective than overall general 
rail systems improvements in order to meet the public's 
needs for comfort, convenience, dependability and other 
demands of a transportation system. Construction of entirely 


new rail lines is a very expensive process. 


It is likely that the Windsor to Montreal corridor will 
continue to sustain higher rail traffic and a differentiated 
level of service compared, for example, to north-south 
routes that intersect this corridor. Likewise, Northern 
Ontario may not be able to sustain the same level of 
service (based on observed rail passenger volumes between 
city pairs, need and the extent to which the Province 
is willing to subsidize the system) as other corridors 


with the Province. 


ou Metropolitan Regions: Modal Competitiveness 


Much of Ontario's population, housing and travel growth 
is occuring in and around a relatively few major urban 
areas that are called "metropolitan regions". Despite 
the growth projections for travel in these metropolitan 
regions, the prospects for rail in such locations are 
limited. Limiting factors such as core area population 
declines; the suburbanization of low density growth; 
increased suburb-suburb and suburb-exurban cross 
commuting; and general patterns of segregation of land 
uses help contradict any overall conclusion that there 
is significant growth potential for commuter rail in major 


urban regions. 


Many existing rail alignments or rights of way are not 
well oriented to serve or take advantage of the density 
and arrangement of development: either peripheral growth 
or infilling. In addition, there are well-entrenched 
neighbourhood preservation sentiments among residents 
groups in many built-up urban areas that inhibit introd- 


uction of new service. 
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The bulk of today's commercial, industrial, residential 

and transportation activity patterns suggest major difficulties 
for urban rail to maintain (let alone increase) its share 

of a growing urban passenger travel market. Today's 
infrastructure, economy and public lifestyle choices may 

not permit the kinds of changes tomorrow that will alter 

this assessment. In short, even with short range improve- 
ments in commuter rail service, rail may not be competitive 


with the many choices of modes available in urban regions. 


Provision and maintenance of rail service across municipal 
boundaries within metropolitan regions should reflect 
locations of strong current or future demand. Within 
metropolitan regions, theselocations are limited to servicing 
certain core (or downtown) districts, certain near-urban 
sports/entertainment/theme parks, and certain multi-modal 


transportation terminals. 


Intercity Travel Initiatives 


Rail faces strong competition from other modes for intercity 
passenger travel. It is unlikely that intercity rail will 

offer more competition for such markets as cottage destination 
trips. Intercity rail may be appropriate for major cultural/ 
recreational trip-making; for the select transcontinental 
leisure package traveller; and for relatives and friends 

to visit one another, often across Provincial or regional 


boundaries. 


Service may well be the most important factor in determining 
public acceptance of intercity rail travel promotional 
activities. The public's current travel habits; reliance 
upon the automobile; attitudes toward energy conservation 
in the transportation sector; and limited sensitivity 

to travel costs (among the other modal choice determining 
factors) suggests that service considerations should be 
paramount for any program to enhance intercity rail 


traffic. 
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De Modal _ Integration: 


Growth in rail ridership often is dependent upon efforts 
to improve the overall integration of rail service with 
air, bus, other transit, and the auto mode, both for 
intercity and metropolitan travel. For intercity travel, 
the paramount need is for improved accessibility to the 
rail system by the bus and air modes, as well as for 
improved levels of service. In the case of metropolitan 
travel, there is a need for better co-ordination of land 
use and transportation planning. This includes inter—-modal 
terminals, integrated cross-municipal-boundary services 
(rail, transit), and consistent auto parking standards and 
fee policies as well as better mixes of land uses. This 
also includes more concentrations of mixed land use 

and more high density development both along commuter 


rail corridors and at station modes. 


6. Market Segmentation Approach 


If the strategy of the Task Force is to enlarge rail's 
proportion of total travel, it would seem that the market 
sought is primarily longer distance and longer duration 
travel. What is required is a choice between two basic 
markets: 
those who are heavy users of rail at present 
= senior citizens 
~ women 
-_ residents of major centres travelling to or 
through other major corridors and centres 
- non-business trip purpose travellers 
or those who are proportionately under-represented as 
rail customers 
~ men 
= the employed 
- those living in small and intermediate size 
centres 


- business trip purpose travellers. 


1613 


SPAS, 


What is important is further study and testing about 
whether to aggressively market rail in locations and 
among clients that rail already serves or whether to 
attempt to develop new customers and market locations. 
Such a testing program should likely follow a decision 
about how much modal choice is desirable, necessary 
and appropriate in metropolitan and intercity travel. 
Moreover, these decisions should weigh the costs of these 
benefits to the socio-economic well-being of both users 


and non-users. 
A Rail Promotion Campaign: 


Selective government sponsored publicity, both in general 
and for specific market segments and corridors, may 

offer some leverage for increasing rail's share of total 
travel. Such publicity could be aimed at increasing 
society's general awareness of the potential and specifics 
of rail service as well as reaching certain market segments 


that may choose rail as a mode of travel. 


For example, it has been noted that men and the employed 
are generally under-represented as rail passengers. 

As well, there may be some potential to attract the 
"undecided" or variable mode traveller to rail, particularly 
on existing high volume, high capacity corridors. In 
addition, rail ridership seems to be proportionally under- 
represented between intermediate size centres outside 

the major Windsor-Torento-Montreal axis. Finally, it 

should be remembered that businessmen and vacationers 
may be more ready and willing to pay more for rail 


service, if this is their preferred mode of travel. 


There is no evidence that such a media campaign will 
achieve desirable results. The creative challenge will 

be to direct that publicity into areas, corridors and 
regions where rail service will benefit users and non-users 
alike, consistent with society's full list of prioritized 


needs and wants. 
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With energy and travel cost concerns not being paramount 
today as factors in trip-making decisions, this government 
sponsored information program will have to address a 
variety of other lifestyle descriptors, including comfort 

and convenience. Current realities in terms of energy 
prices, automobile dependence and lack of public acceptance 
of rail as a social good (rather than a cost-recovery 
rationale for service) may hinder the effectiveness of 


such a rail promotion campaign. 
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